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Background

On August 7, 2007, Arizona Public Service Company ("APS") filed its 2008 Renewable
Energy Standard Implementation Plan ("The Implementation Plan"), its Distributed Energy
Administration Plan ("DEAP"), its Customer Self-Directed Renewable Resource Tariff, and its
Reset of the APS Renewable Energy Adjustor. This filing is in response to requirements in the
certified Renewable Energy Standard and Tariff Rules ("REST Rules"). On August 30, 2007,
APS filed an Amended Renewable Energy Standard Implementation Plan and an Amended
Renewable Energy Standard Rate Schedule. On December 17, 2007, APS and the Solar
Advocates jointly proposed an alternative Implementation Plan and funding mechanism. On
December 21, 2007, APS filed modified exhibits that reflected the changes that would be
required if the alternative Implementation Plan and Binding mechanism were to be approved by
the Commission.

The  APS REST Implementa tion  P lan  2008 to  2012

The  AP S  RES T Imple me nta tion P la n 2008 to 2012 is  a  five -ye a r pla n de s cribing how
APS intends  to comply with the  REST Rules  requirements . In a  sepa ra te  document, Attachment
B of the  AP S  a pplica tion, AP S  ha s  file d its  Dis tribute d Ene rgy Adminis tra tion P la n ("DEAP ").
The  DEAP  de s cribe s  how AP S  inte nds  to me e t the  a nnua l Dis tribute d Re ne wa ble  Ene rgy
Requirement.

AP S  e s tima te s  tha t the  cos t for full complia nce  with the  RES T Rule s  will tota l $48.2
million in 2008 a nd will incre a se  to $95.7 million by 2012> tota ling $347 million in the  live -ye a r
pe riod.

The  P lan describes  the  technologies  cons ide red and the  expected schedule  of re source
us a ge  on a  ye a rly ba s is  for five  ye a rs . The  a nticipa te d ldlowa tts  ("kW") a nd kilowa tt hours
("kwh") tha t will be  applied to mee t REST requirements  a re  ca lcula ted.

RE:
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In Exhibit 1 of Atta chme nt A, the  APS  REST Progra m Summa ry of the  APS  a pplica tion,
APS outlines  how it intends  to mee t its  REST requirements . In 2008, APS expects  to have  re ta il
e le ctricity s a le s  of 29,496,411 Me ga Wa tt-hours  ("MWH"). Whe n the  a nnua l 2008 RES T
requirement of 1.75 percent of re ta il sa les  is  applied, the  result is  a  renewable  MWH requirement
of 516,187 MWH. Of th is  a mount, 90  pe rce nt (464,568 MWH) will come  from re ne wa ble
ge ne ra tion a nd 10 pe rce nt (51,619 MWH) will come  from dis tribute d e ne rgy re s ource s . AP S
proje cts  tha t the  re ne wa ble  ge ne ra tion re quire me nt will cos t $5.9 million to a chie ve  a nd the
dis tribute d e ne rgy re quire me nt will cos t $42.3 million to a chie ve . The  tota l progra m budge t for
the  APS REST program in 2008 is  projected to be  $48.2 million.

In Exhibit 1 of the  AP S  filing, AP S  indica te s  tha t it a nticipa te s  102,000 MWh of Gre e n
Powe r sa le s  to cus tome rs  in 2008, with gra dua l incre a se s  in those  sa le s  ove r the  following five
years . Howe ve r, AP S  s ta te s  in a  footnote  tha t "Gre e n P owe r s old to cus tome rs  will not be
counte d towa rd RES T complia nce  a nd the  cos t of thos e  re s ource s  is  not include d in  the
Renewable  Genera tion budge t."

Renewable  Genera tion

Curre ntly, AP S  owns  a nd ope ra te s  a pproxima te ly 6 MW of s ola r ca pa city. In a ddition,
AP S  ha s  e nte re d into powe r purcha s e  a gre e me nts  ("P P As ") tota ling 114 MW of re ne wa ble
ge ne ra tion ca pa city. This  tota ls  120 MW of ge ne ra tion ca pa city a nd is  de s cribe d in de ta il in
Exhibit CB of Atta chme nt A in the  APS  a pplica tion.

The  expected annua l MWH of genera tion from exis ting contracts  and planned genera tion
is  shown in Exhibit P A of Atta chme nt A of the  AP S  pla n. The  e s tima te  for e xis ting re ne wa ble
gene ra tion is  454,162 MWH in 2008, which will cove r 97.7 pe rcent of the  renewable  gene ra tion
ta rge t (464,568 MWH) tha t APS  has  se t for 2008. So, an additiona l 10,407 MWH of renewable
ge ne ra tion would be  ne e de d to be  procure d in 2008 to me e t the  re ne wa ble  ge ne ra tion RES T
requirement. .

Dis tribute d Ene rgy

In its  P lan, ANS has  proposed an annua l funding leve l tha t APS be lieves  is  necessa ry for
complia nce  with the  a nnua l Dis tribute d Re ne wa ble  Ene rgy Re quire me nt of the  RES T Rule s .
The  APS request is  for a  rese t of its  current EPS adjus tor to cover only the  2008 es timate  for the
Dis tribute d Re ne wa ble  Ene rgy Re quire me nt. AP S  indica te d tha t a dditiona l incre a s e s  in the
a djus tor will be  re quire d to me e t the  na ture  incre a s e s  in the  Dis tribute d Re ne wa ble  Ene rgy
Re quire me nt.

AP S  pa rticipa te d in the  me e tings  of the  Uniform Cre dit P urcha s e  P rogra m ("UCP P ")
Working Group in 2006 and 2007. APS has  included the  UCPP procedures  and incentives  in its
DEAP .

outcomes .
AP S  ha s  de ve lope d a  pla nning tool to e s tima te  the  Dis tribute d Ene rgy ("DE") progra m

The  a s s umptions  us e d  with  th is  p la nn ing  too l a re  inc lude d  in  Exh ib it 4A of
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Attachment A of the  APS filing. The Distributed Energy Projected Program Outcomes are
shown in Exhibit 4B of Attachment A of the  APS filing. The Dis tributed Energy Projected
Program Outcomes by technology are in Exhibit 4C of Attachment A of the APS tiling

Incentives to encourage customers to install Distributed Energy Systems are generally of
two types : Up-Front Incentives  ("UFI") and Production-Based Incentives  ("PBl"). The
incentives are used differently depending upon the type of customer

Incentives for residential customers are for a one-time payment based on the DE system's
capacity and first-year estimated savings, For residential customers, this is a URI

For non-residential systems, projects  with an incentive value of $75,000 or less will
receive a one-time UPI incentive. Non-residential systems eligible for incentives greater than
$75,000 will be offered a PBI incentive based on system energy output

P rojects  tha t fa ll outs ide  of the  s tandard adminis tra tive , equipment, or incentive
requirements for DEAP projects will be considered "Market Driven Projects." Customer Self-
Directed Projects  are  for those customers who pay REST Tariff funds of a t least $25,000
annually. The "APS Adjustment Schedule SDR, Self-Directed Renewable Resources" was
submitted as part of this tiling

Renewable Technologv Commercialization and Ingegragon

AP S  re que s ts  a  budge t a lloca tion to conduct va rious  s tudie s  re la te d to the
commercialization and integration of renewable resources. The studies may be conducted solely
by APS or in partnership with other organizations

The following studies are currently funded by the EPS funding

Arizona Renewable Resource Study-.. Recently completed by Black and Veatech

APS Integration Study- Recently completed by APS

Joint Utility Marke t S tudy - Done  toge the r with SRP, TBP, and the  Arizona
Cooperative Utilities
Concentrating Solar Power Project Studies ,-- Done in conjunction with the Joint
Development Group

Ta determine whether or not to fund new studies, APS will consider three areas

Renewable technologies and available resources
Transmission and system integration impacts
Distribution system impacts
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Costs of Program Implementation

APS has estimated, in Exhibit 2 of its application, that the cost to comply with the REST
Rules will range between $48 million in 2008 and $96 million in 2012, totaling $347 million
over five years

APS is requesting adjustor funding of $42 million for 2008. This amount, added to the
$6 million already included in base rates, would total $48 million, which is the amount that APS
believes it needs to meet the REST requirements

The APS Dis tributed Energy Adminis tration Plan

The REST Rules require that a portion of the aNnual renewable energy requirements must
come from DE systems. In its  plan, APS proposes  to use  the  approach and technology
requirements that were developed by UCPP Working Group in 2006 and 2007. APS has
indicated that, if Me Commission adopts UCPP requirements that are  different than those
implemented in the DEAP plan, the APS plan may need to be amended

The DEAP Plan, as  submitted by APS in this  filing, is  intended by APS to meet the
requirements of the REST Rules in A.A.C. R14-2-1810.B, which requires that "...each Affected
Utility shall file a Uniform Credit Purchase Program for Commission review and approval

The DEAP plan, as  proposed, provides  the  deta ils  by which customers  will obta in
incentives, the requirements associated with the selection, installation, and operation of the DE
systems, and the measurement of DE performance for compliance reporting and program
evaluation. The intent is to ensure consistency and uniformity in the administration of the APS
DE program. APS has indicated that this new program will require updating and revising the
existing APS DE incentive program, known as the Solar Partners Incentive Program

There are three project categories in the DEAP program: Standardized Proj acts, Market
Based prob ects and Customer Self-Directed prob ects

The  DEAP program includes  ins ta lla tion and equipment specifica tions  tha t were
developed by the UCPP Worldng Group. Included are equipment qualifications and installation
guidance

DE sys tems must be  permitted with and inspected by the  loca l authority tha t has
jurisdiction. APS will select a  subset of DE systems for an APS DE program conformance
inspection

The DEAP plan provides a review of the reservation process for incentives, an extension
and cancellation policy, and details of energy reporting program monitoring
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AP S  include s  a  re que s t for a  DE Re vie w P a ne l for ongoing re vie w a nd a djus tMe nts  of
ce rta in P la n e le me nts . AP S  a sks  tha t do DE Re vie w P a ne l be  give n "a uthority to e xpe ditious ly
adjust the  Plan and program e lements ."

The  DE Re vie w P a ne l would be  a  five -me mbe r pa ne l. The  P a ne l will re vie w progra m
elements , vote  on sugges ted changes , and sugges t to APS modifica tions  to P lan e lements . Any
cha nge s  would  be  promptly re porte d  to  the  Commis s ion. The  P a ne l would  include  one
re pre se nta tive  from the  ACC S ta ff, thre e  re pre se nta tive s  from the  dis tribute d e ne rgy indus try,
a nd one  re pre s e nta tive  from AP S . The  indus try a nd ACC S ta ff re pre s e nta tive  would  be
a ppointe d by the  ACC Utilitie s  Divis ion Dire ctor. Re pre se nta tive s  would se rve  two-ye a r te rms .
A una nimous  vote  on a  subje ct would re sult in incorpora tion of the  sugge s te d cha nge  into the
DEAP  P la n. Modifica tions  not re ce iving a  una nimous  vote  could be  cons ide re d in the  following
yea r's  REST Implementa tion P lan.

As  pa rt of its  REST P la n, APS  include s  in its  budge t ove r $15 million for Adminis tra tion,
Imple me nta tion, Ma rke ting a nd Comme rcia liza tion. This  would include  48.3 1iull-time  AP S
employees . The  ma jority of tha t budge t ($13.6 million) and the  ma jority of the  employees  (40.8)
would be  use d in the  Dis tribute d P rogra m. De ta ils  of the  budge t a re  include d in Appe ndice s  l
and 3 of this  S ta ff Report.

Reset of APS Renewable Ener,qv Adjustor

In  its  Augus t 30 , 2007  a me nde d  tiling , AP S  file d  a  re que s t to  re s e t a  p re vious ly-
a uthorize d re ne wa ble  e ne rgy a djus tor me cha nism. APS  e s tima te s  tha t it will ne e d the  Adjus tor
to colle ct $42.2 million which, toge the r with a nothe r $6 million in ba se  ra te s , would be  ne e de d,
in  AP S ' opinion, to  me e t the  RES T re quire me nts . This  would re s ult in  a n Adjus tor ra te  of
$0.004629/kWh, with monthly ca ps  of $1.85 for re s ide ntia l cus tome rs , $68.78 for comme rcia l
and indus tria l cus tomers  le ss  than 3 MW, and $206.33 for commercia l and indus tria l cus tomers
grea te r than 3 MW.

Adjus tme nt S che dule  S DR: S e lf-Dire cte d Ta riff

In  its  filing , ANS  inc lude d  Ad jus tme n t S che du le  S DR: S e lf-Dire cte d Re ne wa ble
Resources . This  ta riff expla ins  the  e ligibility and procedures  necessa ry for a  cus tomer to rece ive
funding for s e lf-dire cte d proje cts , a s  a llowe d in A.A.C. R14-2-1809. The  cus tome r mus t notify
AP S  by Ma rch 31 of the  "pa yme nt ye a r" of its  inte nt to a pply for s e lf-dire cte d funding. In the
following yea r, the  "funding yea r", APS  would make  ava ilable  up to one -ha lf of the  sys tem cos t,
limited by the  customer's  RES re la ted payments  in the  payment year.

Other Issues

APS, in its  filing, reques ts  cla rifica tion tha t the  REST Rules  a re  the  s tanda rd tha t applie s
to re ne wa ble  e ne rgy is sue s  for AP S  a nd tha t rulings  tha t pe rta in to the  forme r Environme nta l
Portfolio S tandard ("EPS") Rules  a re  no longer applicable  and binding on APS.
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Decision No. 58643
(June 1, 1994)
Docket No. E-00000D-93-0052
Ante ate Resource Planning

Database of renewable  resources, three-
year renewable  resource action plans as
p M o f  IP

Decis ion No. 59601
(April 24, 1996)
Docke t No. E-01345A-95~0491
APS Rate  Reduction Agreement

Semi-annua l Reports  to S ta ff on DSM and
Renewables

Decis ion No. 63354
(Februa ry 8, 2001)
Docke t No. E-01345A-01-0034
APS Applica tion for Approva l o f
Environmenta l Portfolio Surcha rge  EPS-1

APS mus t file  annua l report within 60
days of the  end of the  ca lendar year with
deta ils  of surcharge  funds collected and
spent.

Decis ion No. 66565
(November 18, 2003)
Docke t No. E~01345A-03-0660
Va ria nce  to a llow s ola r the rma l to re pla ce
natural gas for the  EPS

APS must file  a  report on a ll sola r the rmal
insta lla tions  made  subject to the  variance
as part of EPS reposting requuements.
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In pa rticula r, APS  re que s ts  cla rifica tion tha t the  REST Rule s  ha ve  supe rse de d the  EPS
Rule s  and tha t the  pa rtia l va riance  of the  EPS  Rule  granted by the  Commiss ion in Decis ion No.
66565 ha s  be e n s upe rs e de d. In tha t De cis ion, AP S  wa s  gra nte d a  pa rtia l wa ive r to a llow a
limited amount of renewable  sola r the rma l ene rgy tha t replaced na tura l ga s  usage  to be  e ligible
to meet the  EPS requirement.

AP S  a lso re que s ts  cla rifica tion tha t the  re ne wa ble  re porting re quire me nts  in the  RES T
Rules  have  replaced s imila r reporting requirements  in othe r re la ted docke ts  to include :

Comments by Stakeholders and Interested Parties

On Augus t 13, 2007, comments  were  tiled in the  docke t by Sunrise  Ene rgy Alte rna tives ,
LLC of De we y, Arizona . The  comme nts  conce rn re mote  powe r sys te ms  for off-grid re ne wa ble
sys tems and the  APS requirements  for me te ring of the  sys tems. The  commente r was  reques ting
more  information Hom APS on the  types  of mete r(s) required.

On Augus t 30, 2007, J a s pe r Ene rgy, LLC tile d  comme nts  re la te d  to  S ola r Ene rgy
Enha nce d Combus tion Turbine  ("S EECOTTM") s ys te ms  Ma t ma y be  ins ta lle d in conjunction
with combined cycle  power plants . Jaspar Energy commented tha t, in the  most recent APS REP,
APS  excluded the  use  of APS ' own a sse ts . Ja spe r Ene rgy recommended tha t, in its  fina l orde r
re la te d to the  AP S  RES T Imple me nta tion P la n, the  Commis s ion pe rmit AP S  to include  s uch
s ola r e ne rgy s ys te ms  a t its  own fos s il fue l fire d powe r pla nts , which would re duce  the  "a ir
intake" tempera tures  of the  gas  turbines , the reby adding genera ting capacity, while  reducing fue l
cons umption, a s  we ll a s  re pla cing the  ne e d to  us e  ine fficie nt ga s  "duct burne rs ," the re by
reducing the  high cost of peaking power.
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On September 18, 2007, Western Resource Advocates and Interest Energy Alliance
provided initial comments about the APS REST Implementation Plan. The comments addressed
only the resources used to meet the non-distributed portion of APS' RES requirements over the
period 2008 to 2012. Included was an analysis of the benefits of the non-distributed renewable
energy resources and the market conditions related to die APS resources. The comments
recognized that "many non-dis tributed renewable  resources  are  cos t competitive  with
conventional generation." The comments also recommended that the Commission "Accept APS'
plan for acquiring non-distributed resources."

On September 26, 2007, joint comments were filed by the "Solar Advocates," which
include The Anuran Group, the Arizona Solar Energy Industries Association, the Greater Tucson
Coalition for Solar Energy, the Solar Alliance, and the Vote Solar Initiative. The primary
concern expressed in the comments was that "the goals of the RES can be achieved for less cost
than proposed by APS in their tiling." The comments agreed that the "incentives budget
proposed by APS appears reasonable and appropriate." The group believes that savings can be
made in the overhead portion of the budget. They recommend that the 2008 overhead budget be
limited to 10 percent of total costs. One alternative suggested was to collect the funds in base
rates. The comments noted that "Marketing is the largest part of the non-incentive budget in
APS' Plan, representing 15 percent of the total proposed DE budget in 2008". They questioned
whether the cost of the studies proposed by APS should be funded exclusively by the RES
program. The comments included examples of other states, including Colorado and California,
where renewable programs are operated with overhead costs less than 10 percent, and in the case
of Colorado, ranging from 3.8 percent to 6.1 percent in the years 2008-2016. In particular, the
Solar Advocates claim that the 32 percent overhead costs proposed by APS for distributed
energy are excessive.

On October 16, 2007, Commissioner Mundell filed a letter in the docket requesting that
APS and the Solar Advocates work together to find a common solution.

On December 17, 2007, APS and the Solar Advocates filed a joint letter (the "Joint
Proposal") in the docket. The letter included revised budget and funding mechanisms that
"permits APS to better synchronize program funding with expected residential distributed energy
("DE") customer participation." The proposal includes a roll-over of uncommitted DE incentive
funds from 2007 and a reduction in the Marketing and Outreach budget. The a ltera tive
proposal provides  for full funding for the non-res idential DE and Renewable Generation
elements that are included in the APS Implementation Plan. The new element of the proposal is
designed to better synchronize with residential DE customer demand. This would adjust the
budget and establish a two-step funding mechanism, beginning at the level of the sample tariff
and increasing when certain triggers are met.

In the new Joint Proposal, the Commercialization and Integration ("C&l") budget
remains as proposed by APS. Funding for Marketing and Outreach would be reduced by $1.5
million to $4.8 million in 2008.
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Both  pa rtie s  a gre e d  tha t mis s ing  the  firs t ye a r (2007) in  the  ra mp-up  of the  RES
re quire me nts  will put a  s tra in on both the  utility a nd indus try in me e ting the  2008 re quire me nts .
This  will re quire  a n incre a se  from a round 500 ins ta lla tions  pe r ye a r to more  tha n 7,000 a nnua l
insta lla tions to meet the  RES requirements .

The  J oint P ropos a l re que s ts  a uthoriza tion from the  Commis s ion for funding of $43.7
million in two s te ps . S te p 1 would s e t funding cons is te nt with the  RES  S a mple  Ta riff a t a n
annua lized leve l of $36.9 million. S tep 2 would be  an automa tic increase  to an annua lized leve l
of $43.7 million, continge nt upon ce rta in trigge rs  be ing me t. The  trigge rs  would be  one  of two
events based on die  pace of residential incentive requests :

AP S  re ce ive s  ne w 2008 re s ide ntia l ince ntive  re que s ts  of more  tha n $13 million
be fore  J une  30, 2008 (or the  mid-point of the  re ma ining ca le nda r ye a r if ACC
approva l is  rece ived a fte r January l, 2008) or,

APS rece ives  new 2008 re s identia l incentive  reques ts  of more  than $17.5 million
be fore  Augus t 31, 2008 (or the  two-third point of the  re ma ining ca le nda r ye a r if
ACC approva l is  rece ived a fte r January l, 2008).

If e ithe r of the  trigge rs  a re  me t, the  pa rtie s  a sk tha t the  Commis s ion a uthorize  AP S  to
a utoma tica lly incre a se  the  cha rge s  a nd ca ps  conta ine d in the  RES  Adjus tme nt S che dule  with
prior notice  to the  ACC, S ta ff, a nd inte re s te d s ta ke holde rs . The  notice  would be  in the  form of
a n informa tiona l filing 30 da ys  prior to the  incre a s e  tha t would include  docume nta tion of the
re s ide ntia l ince ntive  re que s t le ve l, the  da te  of the  incre a s e , a nd the  a nticipa te d a mount of
collections  for the  remainder of the  year.

On December 21, 2007, APS filed a  le tte r and documents  to support the  Joint Proposa l's
a lte rna tive  Implementa tion P lan, which was  de scribed in the  joint December 17'*' le tte r. Also in
the  filing were  exhibits  tha t were  modified by the  a lte rna tive  Implementa tion P lan, to include :

1) Exhibit 2: 2008 APS RES Summary as  Proposed,

2) Exhibit 4B: 2008 APS Distributed Energy Prob ected Program outcomes,

3) Exhib it AC:
Te chnology,

2008 APS Distributed Energy Projected Program Outcomes by

4) Amended (Step 1) Adjustment Schedule  RES,

5) Amended (Step 2) Adjustment Schedule  RES, and

2.

1.

6) Atta chme nt C: AP S /S ola r Advoca te s  Alte ra tive  Funding Colle ction Es tima te s .



Amended
APS Plan

Filed Augus t
30, 2007

APS/Sola r Advoca tes  Alterna tive P lan

Revis ed Tota l

Step 1
Proposed
Funding

Step 2
Additiona l
Flllld illg l

Renewable Generation:
Energy Purchas e $ 5.3 $ 5.3 S 5.3 $

Adminis tra tion 0.7 0.7 0.7

Implementa tion 0.4 0.4 0.4

Commercialization & Integration 0.5 0.5 0.5

Renewable Generation - Subtotal 6.9 6.9 6.9
Estimated Green Power Revenue (1.0) (1-0) (1.0)

Renewable Generation -. RES s  5 . 9 $ 5.9 $ 5.9 $

Distributed Energy:
Incentives s 28.7 $ 28.7 $ 22.7 $  6 . 0

Customer Self-Directed
Adminis tra tion 1.6 1.6 1.4 0.2

Implementa tion 5.2 5.2 4.6 0.6

Marketing & Outreach 6.3 4.8 4.8

Commercialization & Integration 0.5 0.5 0.5

Distributed Energy ... Subtotal $ 42.3 $ 40.8 $ 34.0 $ 6 .8

NE T TO TAL s 48.2 S 46.7 S 39.9 $ 6 .8

2007 Estimated Incentive Roll-over 3.0) 3.0

TOTAL $ 48.2 $43.7 s 36.9 $ 6 .8
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Under the  Joint P roposa l's  a lte ra tive  Implementa tion P lan, the  budge t would change  to:

Exhibit 2: 2008 APS RES Budget Summary as Proposed (SMM)

In December 2007, APS es tima ted tha t the  2007 Estima ted Incentive  Roll-Over would be
approxima te ly $3 million. The  actua l roll-ove r a t the  end of 2007 was  $3.5 million.

On Fe brua ry 22, 2008, S OLID Ene rgy, Inc. ("S OLID") file d  comme nts  on the  AP S
RES T P la n. S OLID s upports  AP S ' re que s t for cla rifica tion tha t the  P a rtia l Va ria nce  a pprove d
for AP S  in De cis ion No. 66565 is  supe rse de d by the  RES T Rule s . S OLID e xpre s se d conce rn
tha t AP S  might wis h to own a nd ins ta ll s ys te ms  unde r the  DE portion of the  RES . S OLID
oppose s  the  voting me cha nism in the  propose d DE Re vie w P a ne l. S OLID dis a gre e s  with the
Cre dit P urcha s e  Agre e me nt, Contra ctor Qua lifica tion, P a rticipa nt De linque ncy, Alloca tion
Me thod, Ince ntive  Ca p for De a le rs  a nd Ma nufa cture rs , De fa ult P roce dure s , a nd Ma rke t-Ba se d
P roje cts  s e ctions  of the  P la n. S OLID re que s ts  a  s e cond pha s e  of UCP P  Working Group
meetings .

1 Represents  the annua lized collection resulting from affecting Step 2 funding. Actua l collection resulting from Step
2 will vary based on the month the increase is  put in place.
z The Estimated Incentive Roll-over represents  the anticipated unspent incentive dollars  from 2007.
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Staff Response to Comments by Stakeholders and Interested Parties

Sta ff agrees  with Sunrise  Ene rgy Alte rna tive s , LLC tha t APS  should cla rify the  de ta ils  of
metering for renewable  systems, particula rly for remote , s tand-a lone  systems.

S ta ff agrees  wide  Jaspar Energy, LLC Mat APS should be  a llowed to ins ta ll "sola r a ss is t"
s ys te ms  in conjunction with combine d cycle  powe r pla nts  owne d by AP S . In pa rticula r, s ola r
systems tha t reduce  the  need to run inefficient gas "duct burners" should be  encouraged as  a  way
to reduce  the  high cost of peaking power.

S ta ff a gre e s  with We s te rn Re s ource  Advoca te s  a nd Inte re s t Ene rgy Allia nce  tha t the
APS plan for acquiring non-dis tributed resources  should be  approved by the  Commission.

Staff agrees with the  Solar Advocates that APS' proposed overhead costs, as a  percentage
of tota l program cos ts , a re  extreme ly high, pa rticula rly for the  Dis tributed Ene rgy e ffort.

S ta ff a gre e s  with S OLID on the  cla rifica tion tha t the  P a rtia l Wa ive r in De cis ion No.
66565 is  supe rse de d by the  REST Rule s . S ta ff a ls o a gre e s  with S OLID tha t the  DE Re vie w
Pane l idea  ha s  some  flaws . S ta ff disa gre e s  with SOLID tha t its  re comme nde d cha nge s  to the
APS REST Implementa tion P lan need to be  made  in 2008. S ta ff recommends  tha t APS review
S OLID's  comme nts  a nd cons ide r a ppropria te  cha nge s  for the  filing of the  AP S  2009 RES T
Imple me nta tion P la n.

Staff Response  to the  Joint Proposal from APS and the  Solar Advocates

S ta ff ha s  re vie we d the  Joint P roposa l provide d by AP S  a nd the  S ola r Advoca te s . S ta ff
note s  tha t AP S  wa s  una ble  to  find  e nough cus tome rs  to  u tilize  $3.5  million  in  2007 EP S
ince ntive  funding, This  fa ct cle a rly indica te s  tha t AP S  will find it ne a rly impos s ible  to e xpe nd
the  $22 - $28.7 million in incentives  for the  REST Dis tributed Resources  tha t a re  proposed in the
Joint Proposa l.

The  Joint Proposa l is  based upon the  premise  tha t the  Commission would approve  a  two-
step process  tha t would automatica lly rese t the  APS Renewable  Energy Adjustor in Step 2.

S ta ff is  conce rne d tha t such a n a utoma tic re se t ma y ra ise  le ga l is sue s . S ta ff is  furthe r
concerned tha t such a  s tep may not be  a  sound policy for the  Commission to institute .

Fina lly, S ta ff note s  tha t the  Commiss ion will take  action on the  APS 2008 REST P lan a t
a  point whe re  the  fis t qua rte r of the  pla n ye a r is  a lre a dy comple te d. The  ne xt RES T pla n for
AP S  mus t be  tile d by J uly 1, 2008. This  2009 RES T P la n tiling will offe r a n opportunity for
APS to reques t and rece ive  modifica tions  to the  APS  Renewable  Ene rgy Adjus tor in the  Fa ll of
2008 as the  Commission considers approval of the  2009 REST Plan.

For the se  re a sons , S ta ff re comme nds  tha t the  Commiss ion re je ct the  Joint P roposa l of
APS and the  Solar Advocates.
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S ta ff Ana lys is  of the  APS Implementa tion  P lan

S ta ff has  ana lyzed the  APS REST Implementa tion P lan, including its  Dis tributed Ene rgy
Implementa tion P lan, and its  proposed ta riffs .

The  REST Implementa tion P lan

S ta ff finds  tha t the  Imple me nta tion P la n is  a  logica l, we ll thought-out a pproa ch for APS
to me e t its  RES T obliga tions . Although S ta ff ma y not a gre e  with a ll the  a s sumptions  use d by
AP S  in pre pa ring its  pla n, S ta ff be lieves  tha t the  approach proposed by APS  is  cons is tent with
the  s te ps  tha t S ta ff be lie ve s  a re  ne ce s s a ry to e xpa nd the  us e  of re ne wa ble s  by AP S  a nd its
customers .

Staff disagrees with APS tha t Green Power Sa les  under Rate  Schedules  GPS-l and GPS-
2 should not be  counted toward the  REST requirements . The  Environmenta l Portfolio S tanda rd
e ncoura ge d s uch gre e n pricing e fforts  by offe ring e xtra  cre dits  for s uch progra ms . S ta ff
re comme nds  tha t the  Commis s ion dire ct AP S  to  count Gre e n P owe r S a le s  towa rd RES T
requirements .

The  Dis tributed Ene rgy Adminis tra tion P lan

S ta ff a g re e s  with  mos t o f the  de ta ils  o f the  DEAP  p la n- S ta ff be lie ve s  tha t the
proce dure s , policie s , progra m re quire me nts , ins ta lla tion a nd e quipme nt s pe cifica tion, a nd
incentive  types  and incentive  leve ls  a re  rea sonable  and should contribute to a  fa ir a nd orde rly
process to encourage distributed energy systems at customer premises.

S ta ff disa gre e s , howe ve r, with one  provis ion in Se ction 4.2 of the  DEAP pla n. It s ta te s :
"A DE sys tem purchased more  than 180 days  be fore  the  da te  tha t APS rece ives  the  re se rva tion
re que s t will not be  cons ide re d 'ne w' unde r this  P la n." S ta ff be lie ve s  tha t this  re quire me nt is
logica l, prima rily for the  ye a rs  2009 a nd a fte r. Howe ve r, S ta ff notes  tha t, in January 2004, the
Commission began its  process to expand the  Environmenta l Portfolio Standard in s ize  and scope ,
and to include  a  wide  va rie ty of new renewable  technologie s  tha t we re  neve r be fore  e ligible  for
the  Portfolio, Ma ny cus tome rs  re lie d on the  promise  of future  ince ntive s  whe n the y purcha se d
and ins ta lled renewable  ene rgy sys tems . S ta ff be lieves  tha t, for ca lenda r yea r 2008 only, APS
should a llow an exception to its  procedure  as  follows:

For any e ligible  DE system purchased and insta lled be tween January 1, 2004, and
July 1, 2008, and for which a  reserva tion request is  submitted to APS no la te r than
December 31, 2008, such system sha ll be  considered "new" under the  APS DEAP
progra m. S hould DE funding run s hort in 2008, a ny of the s e  "gra ndfa the re d"
sys te ms  sha ll be  pa id ince ntive s  in 2009, once  2009 funding le ve ls  ha ve  be e n
a pprove d by the  Commis s ion. Upon  pa yme nt by AP S  of the  a ppropria te
ince ntive , AP S  s ha ll a ccrue  a ll Re ne wa ble  Ene rgy Cre dits  cre a te d s ince  the
sys tem was  ins ta lled. These  Renewable  Energy Credits  may be  used by APS for
the  2008 RES T re quire me nts  or for a ny la te r ye a r's  re quire me nts . AP S  ma y
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choos e  whe the r to pay for the  Renewable  Ene rgy Credits  from thes e
grandfathered" sys tems  with a one-time up-front incentive or as  a yearly

production-based incentive

Staff has  reviewed the APS proposal to es tablish a "DE Review Panel," which, if
approved as proposed, would have broad authority "to expeditiously adjust the Plan and program
elements." Staff notes that this  concept is  s imilar to one that was discussed in the Uniform
Credit Purchase Program meetings

Staff believes that, once all outstanding 2008 REST Plans and Tariffs are addressed by
the Commission, work on the Uniform Credit Purchase Program will recommence. Staff
believes Mat the issue of review panels such as those proposed by the UCPP Working Group and
by APS are more appropriately addressed in the UCPP process. Therefore, at this time, Staff
recommends that APS' request to establish a DE Review Panel be denied. In the future, if no
such panel is established under the UCPP effort, APS may elect to recommend such a panel in
future REST Implementation Plans

Fair Value Determination of REST Tariff

Staff has analyzed APS' application in terms of whether there are fair value implications
In Decision No. 69663, issued on June 28, 2007, the Commission determined the Fair Value of
APS' rate base to be $6,057,554,000. The proposed REST Tariff would have no impact on the
Company's revenue, fair value rate base or rate of return. Additionally, because plant developed
pursuant to the REST programs is not added to rate base, there will be no corresponding effect
on APS' ultimate revenue or rate of return. APS has assigned specific numerical codes in its
accounting system for the plant, revenue and expenses associated with REST implementation to
ensure that these items are properly accounted for and in order to accurately prepare the required
annual report for this program

Staff" s Development of Two Options for Commission Consideration

Staff notes that, by the time the Commission is able to take action on the APS REST
Plan, three months of 2008 will have elapsed. According to the REST Rules, APS would only be
responsible to meet the portion of the annual REST Requirement from the date of funding
approval. Therefore, Staff calculates that, at most, the Commission should only consider
approving a funding level for 2008 that is 75 percent of the total requested by APS in its filing
since one quarter will have already passed prior to approval

Staffs review of the APS request shows that an extremely large percentage (over 31
percent) of the total ftmds requested will be used by APS for Administration, Implementation
Marketing, Outreach, Commercialization and Integration. Staff agrees  with some of the
stakeholders who have argued that this percentage is extremely high. Staff recommends that
landing for Adminis tration, Implementation, Marketing, Outreach, Commercialization and
Integration be reduced under either option proposed by Staff.
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S ta ff has  proposed two poss ible  options  for the  Commiss ion to cons ide r. The  firs t option,
Op tion  A, wou ld  p ro -ra te  the  fund ing  a nd  RES T re qu ire me n ts  fo r 2008 , ba s e d  on  the
Commiss ion's  approva l da te  of the  APS REST Implementa tion P lan Filing and re se t of the  APS
Re ne wa ble  Ene rgy Adjus tor, a s  re quire d in A.A.C. R14-2-l804.B. Option A would a ddre s s  the
fact tha t the  2008 budget and plan will be  approved after the  year has commenced.

Option B offe rs  the  Commiss ion a  comple te ly diffe rent approach, re laxing the  a lloca tion
of the  Dis tribute d Re ne wa ble  Ene rgy Re quire me nt in 2008, but cre a ting a  s ix-ye a r ra mp-up to
the  des ired res identia l/non-res identia l 50 percent split in 2013.

S ta ff P roposed Option A:

From its  re vie w of the  AP S  propos e d  budge t, S ta ff finds  tha t the  Adminis tra tion ,
Implementa tion, Marke ting, Outreach, Commercia liza tion and Integra tion budge t a lloca tions  a re
extreme ly high compared to actua l funds  used to encourage  dis tributed projects  or to purchase
re ne wa ble  kph from third pa rtie s . Although S ta ff unde rs tands  tha t s ta rt-up funding in the  firs t
yea r of a  program may be , of necess ity, much highe r than norma l, S ta ff be lieves  tha t the  tota ls
re que s te d for Adminis tra tion, Imple me nta tion, Ma rke ting, Outre a ch, Comme rcia liza tion a nd
Integra tion a re  excessive .

For the  2008 Implementa tion P lan, S ta ff recommends  a  reduction of $4.2 million of those
non-proje ct cos ts . Tha t would re duce  the  AP S  budge t from $48.2 million to $44 million. Ne xt,
s ince  one  qua rte r of ye a r 2008 is  a lre a dy comple te d a nd the  AP S  Annua l Re ne wa ble  Ene rgy
Requirement will be  only 75 percent of the  Annua l Requirement used to es tablish the  APS REST
Imple me nta tion P la n, S ta ff re comme nds  tha t only 75 pe rce nt of the  re ma ining $44 million be
authorized for the  APS Implementa tion P lan. Tha t would be  a  tota l of $33 million.

S ta ff propos e s , in Option A, tha t AP S  us e  the  following s ource s  of funds  for the  2008
budge t of $33 million:

EPS Funds rolled over from 2007 $ 3,500,000

Renewable  Funding in Base Rates 6,000,000

Estimated Green Power Revenue 1,000,000

22,500,000
$33,000,000

AP S  ha s  not forma lly propos e d a  $30 million re s e t for the  Adjus tor. S ta ff inquire d of
APS in va rious  da ta  reques ts  how it would fund a  REST program a t va rious  leve ls  of funding to
include : $27 million, $30 million, $33 million, $36 million a nd $42.2 million (the  origina l AP S
request). The  responses by APS are  included as Appendices 2 and 4 of this  Staff Report.

Re se t of Adjus tor to Colle ct $30 million
annua lly (or $22.5 million in 9 months

April - De ce mbe r 2008)
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In orde r to colle ct the  RES T funding a t the  $30 million pe r ye a r ra te , the  AP S  Adjus tor
ra te  would need to be  $0.003288 pe r kph, with monthly caps  of $1 .32 for re s identia l cus tomers
$48.84 for non~residentia l customers  less  than 3 MW, and $146.53 for non-res identia l customers
equa l to or grea te r than 3 MW

AP S  e s tima te s  tha t the  a ve ra ge  monthly RES T bill for re s ide ntia l cus tome rs  would be
$1.19 a nd tha t 78.9 pe rce nt of re s ide ntia l cus tome rs  would re a ch the  $1.32 monthly ca p. The
a ve ra ge  monthly RES T bill for s ma ll ge ne ra l s e rvice  cus tome rs  would be  $4.47, a nd only 9.2
percent of the  small genera l se rvice  customers  would reach the  $48.84 monthly cap

S ta ffs  P roposed Option B: The  Modified Dis tributed Renewable  Ene rgy Requirement

Whe n the  Commis s ion de ve lope d a nd a dopte d the  Dis tribute d Re ne wa ble  Ene rgy
Re quire me nt, it re cognize d tha t a  goa l of 30 pe rce nt of the  portfolio de dica te d e xclus ive ly to
distributed renewable  energy systems was an ideal way to broaden the  development of renewable
te chnologie s  in Arizona . The  Commiss ion a lso re a lize d tha t it wa s  prude nt to a chie ve  tha t goa l
s lowly by s ta rting  with  5  pe rce nt a s  a  d is tribute d re quire me nt a nd s lowly ra mping up the
requirement to the  desired 30 percent over a  s ix-year period

At the  same  time , the  Commiss ion de te rmined tha t a  reasonable  mixture  of sys tem types
would re quire  one -ha lf of the  Dis tribute d Re ne wa ble  Ene rgy Re quire me nt from re s ide ntia l
a pplica tions  a nd one -ha lf of the  re quire me nt from non-re s ide ntia l, non-utility a pplica tions . The
REST Rule s  a lso a llow for a  Wholesa le  Dis tributed Gene ra tion Component tha t can mee t up to
10 pe rcent of the  annua l DRE requirement from non-utility owned gene ra tors  tha t se ll e lectricity
a t whole sa le  to Affected Utilitie s

Unfortuna te ly, a t the  time  the  REST Rule s  we re  be ing deve loped, no cons ide ra tion was
give n to the  pos s ibility of ra mping-up the  re s ide ntia l a nd non-re s ide ntia l re quire me nts  s lowly
ove r a  numbe r of ye a rs . S imila rly, no cons ide ra tion wa s  give n to incre a s ing the  Whole s a le
Distributed Generation Component to a  percentage greater than 10 percent

The  Residentia l Incentive  Challenge

The  bigges t problem facing the  utilitie s  in the  implementa tion of the ir REST P lans  is  the
extreme ly high cos t of providing incentives  to re s identia l cus tomers  tha t a re  subs tantia l enough
to encourage  thousands of customers to opt for renewable  energy systems. To date , the  best way
to e ncoura ge  re s ide ntia l cus tome rs  ha s  be e n to offe r a n up-front ince ntive  which cove rs  up to
one-ha lf of the  system's  ins ta lled cost

Although this  UFI ha s  be e n succe ss ful, it is  a  ve ry cos tly wa y to provide  la rge  numbe rs
of re s identia l ins ta lla tions . The  e ffect is  to pay for 30 yea rs  of renewable  kph ene rgy savings  in
the  firs t yea r. This  means  tha t the  firs t yea r's  cos t to the  utilitie s  (up to ha lf the  sys tem ins ta lled
cos t) is  extremely la rge , followed by 29 or more  yea rs  of no cos t to the  utility
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It is  th is  re s id e n tia l in ce n tive  wh ich  d o min a te s  th e  AP S  b u d g e t in  its  p ro p o s e d
implementa tion plan. APS proposes  3526.055 million in incentives  to reach the  re s identia l ta rge t
of 5  pe rce nt of the  a nnua l RES T re quire me nt. Although  AP S  ha s  no t b roke n  down its
Adminis tra tion, Imple me nta tion, Ma rke ting & Outre a ch, a nd Comme rcia liza tion a nd Inte gra tion
cos ts  by re s ide ntia l a nd non-re s ide ntia l cus tome rs , S ta ff e s tima te s  tha t from 60-75 pe rce nt of
those  cos ts  will be  a lloca te d to me e ting the  re s ide ntia l re quire me nt. S o, for a n AP S -propose d
to ta l o f $ 1 3 .6  millio n  fo r Ad min is tra tio n ,  Imp le me n ta tio n ,  Ma rke tin g  & O u tre a ch ,  a n d
Comme rc ia liza tion  a nd  In te g ra tion ,  a pp roxima te ly $8 -10  million  will be  fo r re s ide n tia l
a pplica tions . Combine d with the  propose d $26.055 million for re s ide ntia l ince ntive s , the  impa ct
of re s ide ntia l s ys te m progra ms  will cons ume  from $34-36 million of the  propos e d 2008 AP S
budge t of $48.2 million.

S ta ffs  Proposed Solution to the  Residentia l Incentive  Cha llenge

One  re a s on tha t the  re s ide ntia l ince ntive  proble m is  s o la rge  is  tha t the  RES T Rule s
re quire  tha t 50 pe rce nt of the  Dis tribute d Re ne wa ble  Ene rgy Re quire me nt s e t forth in A.A.C.
Rl4-2-1805 mus t come  from re s ide ntia l cus tome rs . The  rule , howe ve r, doe s  not provide  a
"ra mp up" pe riod for this  re quire me nt.

Staff had recommended tha t both the  overa ll Annual Renewable  Energy Requirement and
the  Dis tribute d Re ne wa ble  Ene rgy Re quire me nt be  ra mpe d up s lowly in orde r to a llow the
utilitie s  a nd the  re ne wa ble  e ne rgy indus try to gra dua lly e xpa nd the ir e fforts  to me e t the  a nnua l
increases  in both requirements . A s imila r gradua l ramp-up for the  re s identia l and non-res identia l
se t-asides in the  Distributed Renewable  Energy Requirement was not considered.

The  dile mma  is  compounde d by the  fa ct tha t the  REST Rule ma king proce ss  took much
longer to comple te  than origina lly anticipa ted. In January 2004, when the  REST process  s ta rted,
it wa s  a nticipa te d tha t the  RES T Rule s  would be  a dopte d by la te  2005 or e a rly 2006. Tha t is
why the  firs t REST Annual Renewable  Energy Requirement was se t for 2006.

Unfortuna te ly, no REST P lans  were  implemented in e ithe r 2006 or 2007, but the  annua l
RES T re quire me nts  continue d to grow e a ch ye a r. The  e ffe ct of this  de la y is  tha t, in 2008, the
utilitie s  mus t play "ca tch-up" for the  missed 2006 and 2007 ca lenda r yea r requirements , making
it e ve n more  difficult for the m to bridge  the  la rge  ga p from the  olde r EP S  re quire me nts  to the
newer, and much la rger, REST requirements .

During the  REST Rules  process , it became  clea r tha t, in the  future , the  Commiss ion may
ne e d to "twe a k" or a djus t the  RES T proce s s  a s  conditions  cha nge . The  Imple me nta tion P la n
review process  provides  an opportunity for such adjustments .

S ta ff recommends tha t no changes  be  made  to the  overa ll Annual Dis tributed Renewable
Energy Requirement. The  ramp-up, as  defined in the  Rules , would continue  as  specified.

S ta ff be lieves  tha t, if the  Commiss ion were  to gradua lly increase  the  re s identia l and non-
res identia l requirements  to the  des ired 50 pe rcent split, and a llow, in the  next five  yea rs , a  la rge r



Current DR
Requirement

Allocation of the DRE Requirement

Year
D.R.

%
Re s ide ntia l

(Customer-S ited)
Non-Re s ide ntia l
(Cus tomer S ited)

Wholesale Distributed
Generation Component

Minimum 25% Up to 50%2008 10% Minimum 25%

2009 15% Minimum 25% Minimum 25% Up to 50%

2010 20% Minimum 30% Minimum 30% Up to 40%

2011 25% Minimum 35% Minimum 35% Up to 30%

2012 30% Minimum 40% Minunum 40% Up to 20%

2013
and after

30% 50% 50% Up to 10%
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percentage for the Wholesale Distributed Generation Component, the need for large funding
increases in the early years of the REST Rules would be greatly reduced. A gradual ramp-up
would allow customer markets to grow at a reasonable rate and allow the renewable industry to
expand gradually to meet the slower growth.

S ta ff re comme nds  tha t the  Commis s ion a pprove  for AP S  a  s ix-ye a r ra mp-up of the
a lloca tion of the  a nnua l Dis tribute d Re ne wa ble  Ene rgy Re quire me nt. In 2008, AP S  would be
required to provide  a  minimum of 25 pe rcent of the  requirement from re s identia l cus tomers  and
25 pe rce nt of the  re quire me nt from non-re s ide ntia l cus tome rs . In a ddition, S ta ff re comme nds
tha t the  a lloca tion for kph from the  Whole sa le  Dis tribute d Ge ne ra tion Compone nt, a uthorize d
by A.A.C. R14-2-1805.E, be  a llowe d to provide  up to 50 pe rce nt of the  re quire me nt in the  firs t
two ramp-up years . S ta ff" s  proposed ramp-up recommendation is :

Staff's Proposal for a Modified Distributed Renewable Energy Requirement

*Note: The Wholesale  Distributed Generation component counts as part of the Non-
Residential component only.

If the  Commission accepts  the  premise  of Staffs  Proposed Option B, tha t a gradual
ramp-up of the  a lloca tion of the  Dis tributed Renewable  Energy Requirement is  in the  best
interests of all parties, there can be a significant reduction in the funding required to meet the
REST Rules in the early years.

For ins tance , if the  re s identia l a lloca tion for 2008 is  25 pe rcent ra the r than 50 pe rcent of
the  Dis tribute d re quire me nt, AP S  would only ne e d $13 million for re s ide ntia l ince ntive s  ra the r
tha n  its  propos e d $26.055 million . S imila rly, s ince  the  Adminis tra tion, Imple me nta tion,
Ma rke ting, Outre a ch, a nd Comme rcia liza tion a nd Inte gra tion cos ts  a re  prima rily drive n by
numbers  of insta lled dis tributed systems, the  cost of these  proposed programs should a lso be  cut
in ha lf or more , from AP S ' propos e d $13,555,150 for the  dis tribute d s ys te ms  to le s s  tha n
$5,000,000.
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Sta ff has  reviewed the  APS REST Plan and be lieves  tha t, a s  adjus ted in S ta ffs  Proposed
Option  B, AP S  s hou ld  be  a b le  to  me e t the  RES T Re qu ire me n ts  fo r 2008 , fo r a  cos t o f
$30,750,000. This  would include  a n Adminis tra tion, Imple me nta tion, Ma rke ting, Outre a ch, a nd
Comme rcia liza tion a nd Inte gra tion budge t of no more  tha n $5.9 million, which is  le s s  tha n 20
pe rcent of the  tota l APS funding

in orde r to colle ct the  RES T funding a t the  $27 million pe r ye a r ra te , the  AP S  Adjus tor
ra te  would need to be  $0.002962 pe r kph, with monthly caps  of $1.18 for re s identia l cus tomers
$44.01 for non-res identia l cus tomers  less  than 3 MW, and $132.04 for non-res identia l cus tomers
equal to or greater than 3 MW

AP S  e s tima te s  tha t the  a ve ra ge  monthly RES T bill for re s ide ntia l cus tome rs  would be
$1.07 a nd tha t 78.9 pe rce nt of re s ide ntia l cus tome rs  would re a ch the  $1.18 monthly ca p. The
a ve ra ge  monthly RES T bill for sma ll ge ne ra l s e rvice  cus tome rs  would be  $4.03, a nd only 9.2
percent of the  small genera l service  customers would reach the  $44.01 monthly cap

S ta ff propose s , in Option B, tha t AP S  use  the  following source s  of funds  for the  2008
budge t of $30.75 million

EPS Funds rolled over from 2007 $ 3,500,000

Re ne wa ble  Funding in Ba se  Ra te s 6.000.000

Estimated Green Power Revenue 1.000.000

Re se t of Adjus tor to Colle ct $27 million
annua lly (or $20.25 million in 9 months

April - De ce mbe r 2008) 20.250.000
$30,750,000



Ince ntive s (D.E.)

Residentia l (UFA)

Non-Re s ide ntia l

(UFD
(P BI)

Exis ting (P BD
Wholesale  Component

$26,055,000

$ 661,000
$ 979,000
$ 1,000,000

$13,000,000

$ 1,550,000
$ 3,000,000
$ 1,000,000
$ 1,000,000

Subtotal $28,695,000 $19,550,000

Renewable  Genera tion
kph P urcha s e

Adminis tra tion, Imple me nta tion,
Ma rke ting, Outre a ch,
Commercia liza tion and
Inte gra tion

$ 5,300,000

$15,152,710

S 5,300,000

$ 5,900,000

Tota l $49,147,771 $30,750,000

THE COMMIS S ION
February 29, 2008
Page 18

Comparison of APS Proposed Budget to staff Option B Budget

S ta ff be lie ve s  tha t Option  B is  a  log ica l firs t-ye a r s te p  towa rd  me e ting  the  RES T
requirements . The  gra dua l ra mp-up of the  a lloca tion of the  Dis tribute d Re ne wa ble  Ene rgy
Re quire me nt will a llow the  re ne wa ble  indus try a  re a sona ble  time  fra me  in which to e xpa nd the
indus try infra s tructure  re quire d to provide  the  la rge r numbe r of s ys te ms  ne e de d to me e t the
desired 50 percent residentia l se t-aside .

S ta ff Analysis  of Other Issues

S ta ff a gre e s  with AP S  tha t the  Orde r in this  docke t should cle a rly s ta te  tha t the  RES T
Rule s  a re  the  a ppropria te  s ta nda rd tha t a pplie s  to re ne wa ble  e ne rgy is sue s  for AP S  a nd tha t
rulings  pe rta ining to the  fanner Environmenta l Portfolio S tandard Rules  a re  no longer binding on
AP S .

Staff a lso agrees tha t the  REST Rules have  superseded the  EPS rules  and tha t the  partia l
variance granted by the  Commission in Decision No. 66565 has been superseded.

S ta ff. furthe r a gre e s  tha t re ne wa ble  re porting re quire me nts  in the  RES T Rule s  ha ve
replaced similar reporting requirements  in Decision Nos. 58643, 59601, 63354> and 66565.



Proposed Budget $48.20 million $33.00 million

Annua l Adjus tor Ta rge t $42.2 millio n $30.00 million $27.00 million

Adjus tor $0_004629 pe r kph $0.003288 pe r kph $0.002962 pe r kph

Residentia l Cap $1.85 $1.32 $1.18

Small Comm. Cap $68.78 $48.84 $44.01

Large Customer Cap $206.33 $146.53 $132.01

$30.75 million

THE COMMIS S ION
Febmary 29, 2008
Page 19

Synopsis  of Filing and Sta ff Recommendations

S ta ff ha s  pre pa re d a  synops is  of the  AP S  filing Ma t compa re s  it to S ta ff Option A a nd
S ta ff Option B. S ta ff re comme nds  tha t the  Commiss ion a pprove S ta ff Option B a s  die  be s t
ava ilable  a lte rna tive .

S ta ff re comme nds  tha t the  Commis s ion orde r AP S  to modify its  Dis tribute d Ene rgy
Adminis tra tion P lan, a s  recommended in the  S ta ff Report, to a llow e ligible  sys tems  ins ta lled a s
early as  January l, 2004, to be  defined as  "new" systems for funding.

S ta ff re comme nds  tha t the  Commiss ion de ny AP S ' re que s t to e s ta blish a  "DE Re vie w
Pane l" a s  proposed in the  Dis tributed Energy Adminis tra tion P lan.

S ta ff re comme nds  tha t the  Commiss ion orde r AP S  to count Gre e n P owe r S a le s  unde r
Rate  Schedules GPS-1 and GPS-2 toward meeting the  REST requirements.

S ta ff recommends tha t the  Commission waive  the  50 percent a lloca tion of the  Dis tributed
Re ne wa ble  Ene rgy Re quire me nt in R14-2-l805.D a nd the  10 pe rce nt limit on the  Whole s a le
Dis tributed Gene ra tion Component in Rl4-2-1805.E for APS, and replace  the  requirements  with
Staffs  proposed modified Distributed Renewable  Energy Requirement, as  described here in.

S ta ff recommends tha t the  2008 APS REST Implementa tion Plan, as  modified by Sta ff" s
recommendations, be  approved.

S ta ff recommends  tha t the  2008 annua l budge t for the  APS REST Implementa tion P lan
be se t a t $30,750,000

S ta ff re comme nds  tha t the  AP S  Re ne wa ble  Ene rgy Adjus tor be  re s e t to  a  ra te  of
$0.002962 pe r kph, with monthly ca ps  of $1.18 for re s ide ntia l cus tome rs , $44.01 for non~
re s ide ntia l cus tome rs  le s s  tha n 3 MW, a nd $132.04 for non-re s ide ntia l cus tome rs  e qua l to or
grea te r than 3 MW.
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S ta ff re comme nds  tha t the  Commiss ion provide  cla rifica tion in the  Orde r tha t the  REST
Rule s  ha ve  supe rse de d the  EP S  rule s  for AP S  a nd tha t the  pa rtia l va ria nce  to the  EP S  Rule s
granted by the  Commission in Decision No. 66565 has been superseded by the  REST Rules.

S ta ff recommends  tha t the  Commiss ion orde r tha t the  renewable  reporting requirements
in the  REST Rules  have  replaced s imila r reporting requirements  in Decis ion Nos . 58643, 59601,
63354, and 66565.

S ta ff re comme nds  Commis s ion a pprova l of Adjus tme nt S che dule  S DR: S e lf-Dire cte d
Renewable  Resources.

est . johns on
Dire ctor
Utilitie s  Divis ion

EG] :RTW11hm\TFW

ORIGINATOR: Ra y T. Willia ms on
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ARIZONA CORP ORATION c o m im ls s lo n
STAFF'S  FIRST SET OF DATA REQUESTS TO

ARIZONA P UBLIC S ERVICE COMP ANY
RES  IMP LEMENTATIQN P LAN

Docket No. E-01345A-07-0468
. Augus t 22, 2007

1.1 (a) P le a s e  e xpla in why a ny of the  informa tion inc lude d in  Exhibit 2: AP S
RES  Budge t S umma ry of the  AP S  RES  Imple me nta tion P la n 2008-2012
should be  cons idered as  confidentia l information.

(b) How ca n the  ge ne ra l public a nd inte re s te d s ta ke holde rs  e xpe ct to ha ve  a
me a ningful pa rticipa tion in the  Commis s ion a pprova l proce s s  of the  AP S
RES T Imple me nta tion P la n without knowing how ma jor imple me nta tion
and adminis tra tive  expenditures  (ove r $13.6 million) will be  a lloca ted?

RES P ONS E:

(a) APS has  de te rmined tha t budge t s ummary information could be  dis clos ed
pub lic ly withou t je opa rd iz ing  AP S ' a b ility to  e nga ge  in  c ompe titive
ene rgy marke ts . In  its  upda te d Imple me nta tion P la n file d Augus t 30,
2007, APS removed the  redacting of the  budge t information.

(b ) APS  has  de te rmined tha t implementa tion and adminis tra tive  expenditures
could be  dis clos e d publicly without je opa rdizing AP S ' a bility to e nga ge  in
compe titive  e ne rgy ma rke ts . In its  upda te d Imple me nta tion P la n tile d
Augus t 30, 2007, AP S  re move d the  re da cting of the  imple me nta tion a nd
a dminis tra tion informa tion. Additiona l de ta il for the  line  ite ms  lis te d in
Exhibit 2 is  a lso included in response  to Ques tion 1.2.
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ARIZO NA CO RP O RATIO N c o m m ls s lo n
STAFF'S  FIRST SET OF DATA REQUESTS TO

ARIZONA P UBLIC S ERVICE COMP ANY
RES  IMP LEMENTATION P LAN

Docket No. E-01345A-07-0468
Augus t 22, 2007

1.2 Please provide detailed information on specific programs, prob acts, and
expenditures that comprise the basic parts of each sum labeled Administration,
Implementation, Commercialization and Integration, and Marketing and Outreach
as shown in Exhibit 2: APS RES Budget Summary.

RESPONSE:

APS has included three pages following this response to provide more detail for
the Administration, Implementation, Commercialization & Integration, and
Marketing & Outreach line items included in Exhibit 2. APS08443 details the
cost categories for Exhibit 2 except energy purchases and incentives. APS08444
describes a number of potential studies that APS is considering conducting with
the funding allocated in the Commercialization & Integration budget. The studies
provided in APS08444 are provided for informational purposes only. APS has
not determined which studies will be conducted, and the studies considered may
change depending on many factors including market conditions, legislation, or
technology improvements.

Ge ne ra lly, Adminis tra tion include s  the  cos t dire ctly a ssocia te d with progra m
management and reporting. Implementa tion includes  the  transactiona l cos ts
associated with the program (i.e . renewable generation procurement, distributed
reservation processing, interconnection processes). The  Comme rcia liza tion &
Integra tion line  item includes  cos ts  of s tudie s  to enhance  and acce le ra te  the
de ve lopme nt, de ployme nt, comme rcia liza tion, a nd utiliza tion of re ne wa ble
resources. Marketing & Outreach includes the cost of the marketing, advertising,
promotion and awareness  building for the  Dis tributed Energy program. This
informa tion is  provide d for budge t purpos e s  a nd is  ba s e d on a nticipa te d
expenditures  only. Actua l expenditures  will va ry and depend on many factors
including progra m a nd proje ct de ve lopme nt, cus tome r pa rticipa tion, ma rke t
re s e a rch, a nd re gula r e va lua tion of the  e fficie ncy a nd e ffe ctive ne s s  of the
program.
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ARIZONA CORPORATION COMMISSION
STAFF'S FIRST SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY
RES IMPLEMENTATION PLAN

Docket No. E-01345A-07-0468
August 22, 2007

1.3 P le a s e  e xp la in  why the  fina l line  in  Exhib its  P A a nd  CB, e n title d  "Tota l
Ge ne ra tion" is  cons ide re d  confide n tia l in forma tion

R E S P O NS E

APS has determined that project generation and capacity information could be
disclosed publicly with out jeopardizing APS' ability to engage in competitive
energy markets. In its updated Implementation Plan filed August 30, 2007, APS
removed the redacting of the information contained in Exhibits PA and CB
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ARIZONA PUBLIC SERVICE COMPANY
RES Budget Detail

Total RES Budget 48.20D.000 s sz.so0.ooo s 57,500,000 s 82,900,000 s 9s.700.000

594.175 s 635.498
45.000

s
s

558.773
45.000
95.000

798.773

Renewable Generation
Administration

Payroll (Fully Loaded)
Oflice equipmenVsupplies
Travel, dues, memberships
Total

574.083
45.000
95.000

714,083

s
s
s
s

95.000
734.175

s
$

614,972
45.000
95.000

754.972

5
s
s
s 775.495 $

Implementation
Payroll (Fully Loaded) 383.479 s 396.900 s 410,792 $ 425.170 $

Cornmerdalization & Integration
See list of potential studies 500.000 s 500.000 s

Distributed Energy
Administration

Payroll (FullyLoaded)
Office equipment/supplies
Travel, dues, memberships

1.468.295 s 1.519.657 s 1.627.8261.415.544
55.000

1D5.DDO
1.57B.B44

s
s
s
s

105.000
1.s2a.29s

s
s

1D5.000
1_679_687

$
$

1 _572_B7S
55000

105.000
1.732.876

$
s
s
s

105,000
1.787.926

3.193.166
65.840

s
s

4.550.246
69.957

121.071
994,272s

Implementation
Payroll (Fully Loaded)
TransportationNel'icles
Materials (Locks, lags, tools)
Meters
Information Services Technology s

2.910.370
69.500
54.305

337.231
1.800.000
5.171.505

s
s
s
$
s
s

2.589.201
64,459
54.135

339.270
B8.000

3.135.066

s
s
s
s
s
s

573.543
91

4.005.582 s

3.787.959
BB.4B7

107.682
770.295
94.000

4.828,434

s
s
s
$
s
s 5.842.546

Marketing & Oulreach
Market Research
Contractorllnstaller Etforis
Customer Conversion Efforts
ProgramAwareness (Placements)
Collateral Design and Fulfillment

s
s

40. 000
140. DOD

1 .640. DDU
3. B35. D00

550.000
6 305. DDD

s
s
s
s
s
s

120.000
165. 000
930.000

3. 454. 500
400,000

5.069.500

s
s
s
s
s
s

40,000
190.000
930.000

3.112.050
325.000

4.597.050

s
s
s
s
s
s

120,000
215.000
930.000

3.112.050
300.000

4.677.050

s
s
s
s
s
s

240.000
930.000

2.803.845
400.000

4.413.845

Commercialization & Integration
See list of polentid studies 500,000 s 500. O00 s 500.00n s 500,000 s 500.000

Total Administration
Percentage of Total Budget

2.292.726
5%

s 2_362.472 s 2.434.658 s 2.509.371
39

s 2.585.699
3%

Tolaf Implementation
Percentage of Total Budget

5.554.984 s
v.

3.531.966 s 4.417.374 s 5,253,604 s 5282.596
7%

Total Marketing & Outreach
Percentage Rf Total Budget

6.305.m0 s 5.069.500 s
10%

4.597.050 s
7%

4.677.050 $ 4.413.845

Total Cornmerdalizalion & Integration
Percentage of Total Budget

1.000.000 s 1,000,000 s
2%

1.000.000 s
v.

1.000.000 $ 1 .D00.00D

APS08443
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ARIZONA PUBLIC SERVICE COMPANY
co1v11v1ERcIALIzAT1on & INTEGRATION DETAIL

As  de s cribe d in the  AP S  RES  Imple me nta tion P la n, AP S  would ge ne ra lly ca te gorize
s tudie s  unde r the  three  ca tegorie s  lis ted be low. This  lis ting is  not inclus ive  of a ll poss ible
s tud ie s  a nd  cou ld  cha nge  de pe nding  on  m a ny fa c to rs  s uch  a s  m a rke t cond itions ,
legis la tion, or te chnology improvements . AP S  has  not proposed to comple te  any specific
s tudy a t this  time  a nd the  cos ts  lis te d could va ry s ignifica ntly de pe nding on the  scope  of
the  s pe c ific  s tudy a re a s . Th e s e  s tu d ie s  m a y b e  u n d e rta ke n  b y AP S  s o le ly o r in
p a rtn e rs h ip  with  p riv a te  in d u s try,  p u b lic  re s e a rc h  in s t itu t io n s  s u c h  a s  Ariz o n a
Unive rs itie s , or gove rnme nta l la bora torie s  such a s  De pa rtme nt of Ene rgy La bora torie s .
In Exhibit 2 AP S  de picte d the  Comme rcia liza tion & Inte gra tion budge t a s  s plit e ve nly
be twe e n Re ne wa ble  Ge ne ra tion a nd Dis tribute d Ene rgy, howe ve r,  tha t a lloca tion is
intended to be  dynamic and will be  modified to achieve  maximum program bene fits .

Distribution Svstem Impacts
These studies will examine the impacts of distributed energy resources on the power
distribution system in order to maximize the value of the distributed technologies.
Specific areas of study would include impacts on the general distribution system, design
and construct ion, operat ions and maintenance, safety, power qual i ty, and load
forecasting. Some examples include:

Analysis and optimization of Arizona distribution system design and operation to best
interface with increasing numbers of  renewable distributed energy systems.
Examples of this type of sandy could include identif ication of distribution system
design elements that effectively leverage benefits of renewable distributed energy
systems. Depending on the size and scope of the study, cost could range tram
$150,000 to $400,000.
A review of the impact of large numbers of renewable distributed energy systems on
the Arizona distribution system for the purpose of better quantifying and improving
the value of the capacity provided by these technologies. Examples of this type of
study could include analysis of the technology interface with the existing Arizona
distribution system. Depending on the size and scope of the study, cost could range
from $200,000 to $500,000.

Renewable Technologies and Available Resources
These include studies of the attributes, characteristics, and costs of renewable energy
technologies, as well as the availability and viability of renewable energy resources in the
state of Arizona and the western United States. Specif ically, APS would consider
exploring opportunities for geothermal resources, monitoring and forecasting wind
resources, evaluating attributes specific to solar sites for development, and investigating
and field monitoring small scale hydropower opportunities. Some examples include:

• The  inte gra tion a nd optimiza tion of sola r fa cilitie s  into the  Arizona  e le ctrica l sys te m
to me e t the  s ta te 's  ca pa city growth re quire me nts . Exa mple s  of this  type  of s tudy

APSOB444
1 of 2
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would include plant sizing, location, and storage strategies. Depending on the size
and scope of the study, cost could range from $300,000 to $1,500,000.
Much the Arizona renewable resource information is based on incomplete resource
data. Additional review and field verification of resource data is needed to encourage
additional development within the state. Examples of the data which could benefit
from additional review are Arizona geothermal and concentrating solar resource
measurements. Depending on the size and scope of the study, cost could range from
$200,000 to $2,500,000 or more.
Many new distributed technologies will be eligible for incentives in the APS
Distributed Energy program. The performance of these systems is not well known
and the capacity/energy benefits vary significantly. In addition, through
understanding the performance of these systems, technology optimization
opportunities and best practices can be identified. Depending on the size and scope
of the study, cost could range from $100,000 to $500,000.

Transmission and Sv
These studies would
operational and cost
transmission system.
integrate renewable
distribution systems.
success of the expand
generation must be
successful. Some exam

s te m Inte gra tion Impa cts
be  de s igne d to  provide  AP S  with a  be tte r unde rs ta nding of the
is s ue s  a s s ocia te d with inte gra ting re ne wa ble  ge ne ra tion into the
AP S  would like  to e va lua te  opportunitie s  to e ffe ctive ly pla n a nd
e n e rg y re s o u rc e s  in  th e  AP S  g e n e ra tio n ,  tra n s m is s io n  a n d
AP S  re cognize s  the  critica l im porta nce  of tra ns m is s ion in  the

ion of re ne wa ble  ge ne ra tion. Any s ignifica nt incre a se  in re ne wa ble
in te gra te d  in to  the  long-te rm  p la nn ing  fo r tra ns m is s ion  to  be
pie s  include :

• Additiona l inte gra tion cos t e va lua tions  include  la rge  sca le  photovolta ic ins ta lla tions
a nd sola r the rma l ins ta lla tions . De pe nding on the  s ize  a nd scope  of the  s tudy, cos t
could range  Hom $100,000 to $250,000.
Re source  a nd production fore ca s ting provide s  a n opportunity to furthe r improve  the
e fficie nt use  of wind a nd sola r re source s  within the  Arizona  e le ctrica l utility sys te m.
P roduction fore ca s ting s tudy would work to qua ntify the  va lue  of fore ca s ting a s  we ll
a s  optima l fore ca s ting informa tion a nd sys te ms. De pe nding on the  s ize  a nd scope  of
the  s tudy, cost could range  from $100,000 to $200,000.
Re vie w the  future  tra ns mis s ion ne e ds  a nd opportunitie s  for optimizing the  us e  of
tra ns m is s ion in re la tion to re ne wa ble  re s ource s  a nd de ve lopm e nt opportunitie s .
De pe nding on the  s ize  a nd s cope  of the  s tudy, cos t could ra nge  Bom $150,000 to
$400,000.

APS08444
2 of 2



Total $ (000) Average $ per Bil] % Reaching Cap

Residential $20,417 $1.67 78.9%

Small General Service $21,573 $6.30 9.2%

Large General Se/'vice $210 $206.33 100.0%

Total $42,200

APPENDIX 2
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ARIZONA CORPORATION COMMISSION
STAFF'S SECOND SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY
RES IMPLEMENTATION PLAN

Docket No. E-01345A-07-0468
AUGUST 29, 2007

2.1 Please provide information about the funds that would be col lected from

t he Ad j us t m en t  Schedu l e RES as  p r oposed  i n  t he 2008  APS REST
Implementat ion Plan. Please use the formats that were ut i l ized in 2004,

2005,  and 2006 dur ing the REST Rules developm ent  process. A s  a
minimum, the information provided should include:

b.

c.
d .

e.

Total funds collected by each customer category (residential, small
commercial, large industrial).
Average customer adj Astor charge per bill.
Percent of customers reaching the caps.
Examples of monthly kph usage and adjustor charge amounts for a
variety of customer types. Please use the same types of customers
used in similar 2004-2006 analyses prov ided to the Commission.
(Hair stylist, mall, large hotel, motel, fast food, convenience store,
etc.)
Summary of estimated adjustor charges per bill for small commercial
customers by dollar ranges ($0-$10, $10.01-$20, $20.01-$30, etc.).
Show how many customers would be in each dollar range.

RES P ONS E:

Note : All re s pons e s  a re  ba s e d on AP S ' propos e d 2008 budge t of $42.2
million which wa s  include d in the  Ame nde d Imple me nta tion P la n.

2.1 a 2.1 b 2.1 c

a.

REST Funding from Adjustment Schedule RES
At APS Proposed $42.2M RES 2008 Budget
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ARIZONA CORPORATION COMMISSION
STAFF'S SECOND SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY
RES IM1>LEM18NTAT1ON PLAN

Docket No. E-01345A-07-0468
AUGUST 29, 2007

2.1 dz See Attached APS08448
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ARIZONA CORPORATION COMMISSION
STAFF'S SECOND SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY
RES Ill/[PLEMENTATION PLAN

Docket No. E-01345A-07-0468
AUGUST 29, 2007

2 .1  e :

SUMMARY OF ESTIMATED 2008 RES CHARGES
USING TY 2006 E-32 BILL FREQUENCY

AT PROPOSED PRICE AND CAPS
($0.004629/kWh capped at $68.78)

Estimated
Number of

Under 3 MW
CustomersEstimated RES Charge per Bill

$0 .. $10.00

$10.01 - $20.00

$20.01 - $30.00

$30.01 - $40.00

$40.01 - $50.00

$50.01 .. $60.00

$60.00 - Cap

21,777

29,752

22,789

13,443

1,365

6,731

14,219



RES Rates
($33M200881ldg€l)

Per kph

Residential Cap
Small C/I Cap (under MW)
Large C/I Cap (over 3MT/I0

$0.003614

$1.45
$53.69

$161.06
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ARIZONA CORPORATION COIVHVIISSION
STAFF'S SECOND SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY
RES IMPLEMENTATIQN PLAN

Docket No. E-01345A-07-0468
AUGUST 29, 2007

2.2 If the Adjustor was reset to collect $33 million, instead of the proposed
$43.2 mill ion, what would be the appropriate adjustor rate and caps
needed to collect $33 million?

RESPONSE:



RES Rates
($36M2008Budget)

Per kW71

Res identia l Cap
Small C/I Cap (under 3MT/W
Large C/I Cap (over 3MT/W

$0.003946

$1.58
$58.62

$175.86

APPENDIX 2
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AR IZO NA C O R P O R AT IO N C O MMIS S IO N
S TAFF 'S  S ECOND S ET OF DATA REQUES TS  TO

AR IZO NA P UB LIC  S E R VIC E  C O MP ANY
R E S  IMP LE ME NT AT IO N P LAN

Do c ke t  No . E-01345A-07-0468
AUGUS T 29, 2007

2.3 If the Adjustor was reset to collect $36 million, instead of the proposed
$43.2 million, what would be the appropriate adjustor rate and caps
needed to collect $36 million?

RESPONSE :



Total $ (000) Average $ per bill % Reaching Cap

Residential $15,994 $1.31 78.9%

Small General Service $16,842 $4.92 9.2%

Large General Service $164 $161.06 100.0%

Tota l $33,000
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ARIZONA CORPORATION COMMISSION
STAFF'S SECOND SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY
RES 11Va>LEMENTAT1ON PLAN

Docket No. E-01345A-07-0468
AUGUST 29, 2007

2.4 Similar to RW 2-1, please provide information on amounts collected and
customer impacts if the $33 million RES Adjustor were approved by the
Commission.

RES P ONS E:

REST Funding from Adjustment Schedule RES
At $33M RES z008 Budget



Total $ (000) Average $ per bill % Reaching Cap

Residential $17,433 $1.43 789%

Small General Service $18,389 $5.37 9.2%

Large General Service $179 $175.86 100.0%

Tota l $36,001
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ARIZONA CORPORATION COMMISSION
STAFF'S SECOND SET OF DATA REQUESTS TO

ARIZONA PUBLIC SERVICE COMPANY
RES IMPLEMENTATIQN PLAN

Docket No. E-01345A-07-0468
AUGUST 29, 2007

2.5 Similar to RW 2-1, please provide information on amounts collected and
customer impacts if the $36 million RES Adjustor were approved by the
Commission?

RES P ONS E:

REST Funding from Adjustment Schedule RES
At $36M RES 2008 Budget
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2.6 Please provide a summary page that shows a side-by-side comparison of
amounts collected and customer impacts with four column headings:
Existing EPS Surcharge ($l0 M), $33M Adjustor, $36M Adjustor, APS
Proposed ($43.2M) Adjustor.

RES P ONS E:

See  Response  to 2.1 (d), Attachment APS08448.



Existing EPS SJJm RES
Surcharge Adjustor

S36M RES
Adjustor

APS Propuud
s42.2M RES

Adlustur

$0.00395$0_00ll l2 S0.00462950.003614Per kph

$0.44 SL58 St .85

$68.78$58.61$l6.52

sl .4s

S206.33$175.83549.57

$53.69

Residential Cap

Small CII Cup (under J M\

Large C/I Cup (oval MW $161.06

RES/EPS Sorcha es Per Month

s36m RES
Adjustor

Exlsdng EPS SJJM RES
Sorcha e Adjustor

APS Proposed
S42,2M RES

AdiusMr

APPENDIX 2
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EPSIRES Monthly Surcharges for a Variety of Typical Customers

Custom¢r Type

s 4.34 s 14.09 s 15.41 s I8.05

s I6.52 s 53.69 s so: s 68.78

I Hairstylist

2 Department Store

3 Mall s 49.57 s 161.06 s 17583 s 206.33

4 Rciail Video S\ore s I 6.06 s 52.19 s 51.04 s 66.84

s 16.52 s 51.69 s 58.61 s 68.78

s I 6.52 s 53.69 s 58.61 s 68.78

S Large Hotel

6 Large Building Supply Md Hardware Red.

7 Hotel/Motel s 16.52 S 53.69 s 58,61 s 68.78

8 FlstFood s l6.52 s 53.69 s 58.61 s 68.78

s 49.57 s 161.06 s 175.83 s 206.33

s 16.52 s 53.69 s 58.61 s 68.78

16.52 s 53.69 s 58.61 s 68.78

9 Large High-RiseQffice Bui\ding

10 Hospital (underBMW)

ll Supermarket

12 ConvenienceStore

s

s 16.52 s 53.69 s 58.61 s 68.78

IJ Dcnlisl OH3cc

kph I Mon lb

3,900

170,400

I ,627, I00

14,440

1_067, 100

346,500

27,960

60, 160

1,476, B00

\,509_600

233,600

20,160

2.000 s 2.22 s 7.23 s 1.90 s 9.26

APSOB448-Revised
1 of 1



APPENDIX 3
PAGE 1 oF 10

ARIZO NA CO RP O RATIO N c o m m ls s lo n
STA]8IF'S  THIRD SET OF DATA REQUESTS TO

ARIZONA P UBLIC S ERVICE COMP ANY
Docket No. E-01345A-07-0468

SEPTEMBER 6, 2007

RW 3.1 In each instance where "Payroll (Fully Loaded)" is mentioned, please explain
how many full time employees (FTEs) and part-time employees will be
employed. What type  of work activities  will they perform

RESPONSE

These estimates are conservative in nature and are anticipated to change
depending on many factors affecting the program which could include market
conditions, regulatory and legislative mandates, and technology
improvements. The number of FTEs included in the Amended RES
Implementation Plan cost estimates, by budget category, is as follows

Renewable Generation Implementation
Total Full Time Employees

Renewable Generation Administration
Total Full Time Employees

Distributed Energy Implementation
Total Full Time Employees & Equivalents

Distributed Energy Administration
Total Full Time Employees

** Full Time Equivalents included in this line are employees that are allocated based on the number of hours needed

to perform distributed installation tasks such as meter installations and system inspections

Renewable Generation Implementation: This group is responsible for the
management of the Company's portfolio of utility-scale renewable electric
generation resources The group directs the Company's solicitations
including renewable requests for proposal (RFP) and bi-lateral discussions
which involves receipt and review of project proposals submitted
independently by parties. The group leads the negotiation of agreements and
manages the contract review and execution process. Renewable Generation
Implementation performs all general contract administration, dispute
resolution, renewable energy credit (REC) recording and management for the
renewable generation agreements. Finally, the group monitors and reports the
progress of projects under development and performance of the facilities
under contracts
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Renewable Generation Administration: Regular activities for this group
include the assessment of opportunities related to renewable resources
program evaluation and internal management reporting, industry and
institutional coordination, directing commercialization and integration studies
preparing all renewable compliance reporting and regulatory filings, and
preparing and monitoring budgets. This group is also responsible for leading
the Company's assessment of renewable technology and development
opportunities, integration planning, project siring evaluation, and project
oversight and management. This category includes time allocation for a
portion of the Renewable Department management and support staff that are
generally responsible for the day-to-day management, strategic direction
regulatory and compliance reporting, internal management reporting, and
technical/engineering services related to the renewable generation program

Distributed Energy Implementation: This category includes all of the
personnel necessary to process distributed energy incentive transactions. As
can be seen in the Amended Implementation Plan, Attachment A, Exhibit 4C
APS estimates that between 7,000 and 20,000 distributed energy installations
annually will be necessary to achieve compliance between 2008 and 2012
The number of FTEs committed to distributed energy implementation will by
adjusted by APS to meet customer demand. The majority of the personnel in
this category are dedicated to processing reservations, inspecting systems and
installing meters in the field, customer service, and payment processing. The
remainder is the portion of marketing responsible for identifying and
developing distributed energy participants and project development
opportunities. As examples, the following is a listing of the fUnctions related
to the volume of transactions to be processed and the size of the program

1. Re se rva tion/P a yme nt coordina tion: The se  pos itions  a re  re spons ible  for
the  re se rva tion from re ce ipt to sys te m commiss ioning a nd fina l pa yme nt
In the  case  of P BIs , this  includes  the  life  of the  agreement. AP S  pe rsonne l
will re vie w a nd a pprove  re s e rva tions , a rra nge  inte rna l workflow for the
requested project, and mainta in customer contact

2. De s ign e ngine e rs : The se  pos itions  a re  re spons ible  for the  inte rconne ction
a nd me te r pla ce me nt proce s s e s . This  include s  s ys te m dra wing re vie w
communica ting with cus tome rs  a nd ins ta lle rs , a nd coordina ting with AP S
opera ting pe rsonne l

3 .  F ie ld  ins pe c tions : The s e  pos itions  a re  re s pons ible  for ins pe ction a nd
v e rific a tio n  o f d is trib u te d  e n e rg y s ys te m s  fo r p ro g ra m  a n d  s a fe ty
compliance

4. Cus tome r a s socia te s : The se  a re  the  initia l point of conta ct for cus tome rs
inquiring a bout the  progra m  a nd a s s oc ia te d ra te  options . The s e  a re
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associates specifically trained on the specifics of the incentive programs
and rate options available to customers interested in distributed energy.

5. Operations: These positions are based on hourly allocations of personnel
necessary to inventory, install, and inspect meters and approve
interconnection installations.

6. Transition contractors: These positions are intended to assist in the initial
implementat ion phase as the program ramps f rom a few hundred
transactions in 2007 to more than 7,000 in 2008. The technology
improvements described in the response to RW 3-3 and anticipated
process improvements wil l  al low APS to el iminate these temporary
positions in 2009 and beyond.

Distributed Energy Administration: Regular activities for this group include
the day-to-day coordination and management of the distributed energy
programs, development and ongoing analysis of customer programs,
implementation of program marketing and marketing fulfillment, industry and
stakeholder coordination, preparing all renewable compliance reporting and
regulatory tilings, preparing internal management reporting, directing
commercialization and integration studies, and preparing and monitoring
budgets. This category includes half of the time for the Renewable
Department management and support staff that are generally responsible for
the day-to-day management and strategic direction of the distributed energy
programs, program development and analysis, program marketing, regulatory
and compliance reporting, internal management reporting, and
technical/engineering services.
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RW 3.2 In each instance  where  "Trave l, dues, and memberships" is  mentioned, please
expla in the  kinds of expenditures  tha t you expect

RES P ONS E

It is expected that these line items will include travel and related expenses for
program personnel to engage in on-sight project diligence reviews, oversight
and management during project development, and on-going management and
evaluation of renewable generation resources. The line items will also include
industry membership fees, employee dues, and participation in industry
specific professional organizations. These organizations maximize APS
ability to efficiently and effectively expand the program by leveraging
industry Beaming related to resource development and integration, identifying
strategic and immediate project opportunities, fine-tuning program design and
implementation, and marketing of distributed energy programs. Examples of
industry organizations in which APS maintains membership include American
Council on Renewable Energy, the Solar Electric Power Association, the
Geothermal Energy Association, the Utility Wind Integration Group, and the
American Wind Energy Association
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RW 3 .3 P l ea s e exp l a i n  t he need  for  and  det a i l s  o f  t he " Informa t i on  S erv i ces
Technology" i tem included as  part  of the Implementat ion port ion of the
Distributed Energy budget.

RESPONSE:

As part of APS' implementation of the RES distributed energy program, the
number of customer participants is projected to increase from a few hundred
in 2007 to as many as 20,000 by 2012. To accommodate this dramatic
increase in participation APS will need to make a number of technology
related improvements and additions. In order to satisfy customer and
contractor informational needs, ensure sufficient rigor in our work
management and data management systems, and provide necessary integrity
in our customer billing, APS is automating processes, enhancing billing
systems, and improving customer access to information. These improvements
and additions will reduce the number of FTEs that would have otherwise been
required to administer and implement the program. The projects proposed
would be completed in 2008 with ongoing information services maintenance
in the years following. The specific projects are as follows:

Distributed Energy Workflow: This project creates an integrated system that
will serve as a database and workflow tool for all program information. The
system is designed to track reservations from the point of receipt through the
entire life cycle and will be integrated with current billing and metering
systems to automate some processes that are currently manually performed.
The database will be used for compliance and internal reporting, data
retrieval, and ad hoc reporting purposes.

Billing/Metering system upgrades: The APS billing system will be upgraded
to automate billing for rates ancillary to distributed energy such as the net
metering/net billing EPR-2 and EPR-5 rates. These processes are currently
manually performed. The metering systems will also need to be upgraded to
track and report on distributed energy system performance. This will allow
customers to receive system performance information as well. This project
began in 2007 and will be completed in 2008.

Rate Comparison: This project will produce a tool that will enhance
customer's ability to compare rate offerings with various distributed energy
system characteristics such as types of systems and system sizes. This will
assist customers in evaluating and maximizing their potential benefits.
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Ongoing s upport: The  s ys te m s  a nd  too ls  p re v ious ly m e ntione d  will
re quire  ongoing ma inte na nce  a nd s upport. The  Inform a tion S e rvice s
Te chnology a mounts  s hown for the  ye a rs  2009 to 2012 re fle ct only this
estimated cost
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RW 3.4 Please explain, in detail, the expenditures noted as "Contractor/Installer
Efforts" and "Customer Conversion Efforts" under the Marketing & Outreach
portion of the Distributed Energy budget.

RES P ONS E:

Contractor/Installer Efforts include the costs to develop, create, and
implement cooperative marketing programs with distributed energy marketers
and installers. Cooperative marketing programs can include development and
maintenance of installer training and certification programs, pooled
advertising opportunities, and/or coordinated collateral development and
deployment. In general, cooperative marketing programs are recognized to
leverage advertising budgets which result in larger campaigns with extended
consumer reach. These programs result in broader and deeper marketing
reach and increased placement frequency, as well as a stronger program
market presence and better relationships with the installer network. These
programs can include shared placements through television, radio, print ads,
and/or the internet, depending on the needs of our customers.

Development of cooperative materials will help to ensure cohesive messaging
between APS' marketing outreach efforts and those of the installer network.
Cooperative marketing that includes periodic classes for industry experts can
be an important part of maintaining quality and consistency as the market
grows and expands.

Customer Conversion Efforts include a variety of activities that are intended
to directly engage the customer. Direct mail is likely a significant part of
these efforts. The marketing program goal is to reach all of our customers to
inform them of the potential benefits of distributed energy resources and the
incentives available to encourage the installation of those systems. In
addition, other tactics used to inform and encourage customer participation
that are considered as part of Customer Conversion Efforts include
participation in trade shows, customer workshops, home builder partnerships,
and customer specific marketing efforts.
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RW 3.5 Please explain how the funding for "Program Awareness (Placements)" will
be allocated. Who are the target audiences and which media will be utilized?

RESPONSE

Our "Program Awareness" activit ies  include the placement of television
radio, print, and traditional/electronic billboard ads. The cost for collateral
Production is also a part of this budget category. The initial plan to raise
awareness allocates approximately half of the funds to television, a quarter to
radio, and the remainder among the various print mediums. Target audiences
and actual expenditures will vary and depend on a number of factors including
customer response, market research, and overall evaluation of the efficiency
and effectiveness of the placements
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RW 3.6 Please explain what "Collateral Design and Fulfillment" in the Marketing &
Outreach portion of the budget will include.

RES P ONS E:

Collateral Design and Fulfillment includes all of the activities necessary to
develop the various marketing collateral. This would include, but is not
limited to, the copy development and creative design for brochures, direct
mail, guides and brochures, bill inserts, display booths/exhibits, and
advertising materials.
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RW 3.7 In "Exhibit 1: APS RES Program Summary," the Estimated Existing
Distributed Energy line is shown as 14,034 Mwh. What portion of this
amount is residential and what portion is non-residential?

RESPONSE:

Residential is 5,441 Mwh, Non-Residential is 8,593 Mwh. This estimate is
based on the active reservations at the time the Plan was filed projected
through the end of 2007. The actual amount at the end of 2007 may be
different and the split between Residential and Non-Residential may be
different.



RES Rates *
($27M2008 Budget)

Per kph

Residential Cap
Small C/I Cap (under 3_A4w9
Large C/I Cap (over 31i41799

$0.002962

$1.18
$44.01

$132.04
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Staff 5.1 If the Adjustor was reset to collect $27 million, what would be the
appropriate adjustor rate and caps needed to collect $27 million?

RESPONSE:

*Rates assume the same proportionality between rate classes that is in place with the
current adjustor.



RES Rates *
($30M 2008 Budget)

Per kph

Residential Cap
Small C/I Cap (under 3.14149
Large C/I Cap (over 3MWQ

$0.003288

$1.32
$48.84
$146.53
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Staff 5.2 If the Adjustor was reset to collect $30 million, what would be the
appropriate adjustor rate and caps needed to collect $30 million?

RESPONSE

*Rates assume the same proportionality between rate classes that is in place with the
current adjustor



Total $ (000) Average $ per bill % Reaching Cap

Residential $13,028 $1.07 78.9%

Small GeneralService $13,804 $4.03 9.2%

Large General Serviee $135 $132.04 100.0%

Tota l $26,967
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Staff 5.3 In the same format used in responding to RW 2.1, provide the following
information for the instances of a $27 million and a $30 million collection:

A) Total funds collected by each customer category (residential,
small commercial, large industrial).

B) Average customer adjustor charge per bill.
C) Percent of customers reaching the caps.
D) Examples of monthly kph usage aha adjustor charge amounts

for a variety of customer types. Please use the same types of
customers used in similar 2004-2006 analyses provided to the
Commission. (Hair stylist, mall, large hotel, motel, fast food,
convenience store, etc.)

E) Summary of estimated adjustor charges per bill for small
commercial customers by dollar ranges ($0-$10, $10.01-$20,
$20.01-$30, etc.). Show how many customers would be in each
dollar range,

R E S P ONS E :

5.3 (A-C):

REST Funding from Adjustment Schedule RES
At $27M RES 2008 Budget



Total $ (000) Average $ per bill % Reaching Cap

Residential $14,559 $1.19 78.9%

Small General Service $15,322 $4.47 9.2%

Large General Service $149 $146.53 100.0%

Tota l $30,030
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5.3 (A- C):
REST Funding from Adjustment Schedule RES

At $30M RES 2008 Budget

at



sodoM RES
Adiustor

Existing EPS
Surcha e

$27M RES
Adjustor

$0.001112Per kph $0_002962 $0.003288

$0.44 $1.18 $1.32

$48.84$16.52 $44.01

$49.57 $132.04

Residential Cap

Small C/I Cap (under 3 MW)

Large C/I Cap (ova 3 MW) $146,53

RES/EPS Surcharges Per Month

s30M RES
Adjustor

$27M RES
Adj Astor

Existing EPS
Surcharge
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5.3 -D:

EPS/RES Monthly Surcharges far a Variety of Typical Customers

Customer Tvoe kph / Month

1 Hairstylist

2 Department Store

3 mau

4 Retail Video Store

5 Large Hotel

6 Large Bu.\1ding Supply and Hardware Retail

7 Hotel/Motel

8 Fast Food

9 Large High-Rise Office Building

10 Hospital (under MW)

ll SUp€i'IlI8l'kcf

12 Convenience Store

13 Dentist Office

s

$

s

s

s

s

s

s

s

s

s

s

s

4.34 $

16.52 s

49.57 s

16.06 s

16.52 s

16.52 s

16.52 s

16.52 s

49.57 $

16.52 $

16.52 s

16.52 $

2.22 s

11.55 $

44.01 s

132.04 s

42.77 s

44.01 $

44.01 s

44.01 s

44.01 s

132.04 s

44.01 $

44.01 $

44.01 5

5.92 s

12.82

48.84

146.53

3,900

170,400

1,627,100

14,440

1,067,100

346,500

27,960

60,160

1,476,800

1,509,600

233,600

20,160

z,000

47.48

48.84

48.84

48.84

48.84

146,53

48.84

48.84

48.84

6.58
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5.3 -E:

AT 2008 $27 M BUDGET PRICE AND CAPS
($0.002962/kWh capped at $44.01)

Estimated

Number of
Under 3 MW

CustomersEstimated RES Charge per Bill

$0 - $10.00

$10.01 - $20.00

$20.01 - $30.00

$30.01 - $40.00

$40.01 Cap

38,562

36,613

13,430

7,443

14,028

AT 2008 $30 M BUDGET PRICE AND CAPS
($0.003228/kWh capped at $48.84)

Estimated
Number of

Under 3 MW
CustomersEstimated RES Charge per Bill

$0 - $10.00

$10.01 - $20.00

$20.01 - $30.00

$30.01 .. $40.00

$40.01 - Cap

35,923

28,722

23,264

7,701

14,466
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16
17 BY THE COMMIS S ION:

18 FIND1NGS  OF FACT

19 1. Arizona  P ublic S e rvice  Compa ny ("AP S " or "Compa ny") is  ce rtifica te d to provide

20 electric se rvice  as  a  public se rvice  corpora tion in the  Sta te  o;tlArizona .

2 1

22 2. On Augus t 7 , 2007 , Arizona  P ublic  S e rvice  Compa ny ("AP S ") file d  its  2008

23 Re ne wa ble  Ene rgy S ta nda rd Imple me nta tion P la n ("The  Imple me nta tion P la n"), its  Dis tribute d

24 Ene rgy Adminis tra tion P la n ("DEAP "), its  Cus tome r S e lf-Dire cte d Re ne wa ble  Re s ource  Ta riff,

25 and its  Rese t of the  APS Renewable  Energy Adjus tor. This  tiling is  in re sponse  to requirements  in

26 the  ce rtified Renewable  Ene rgy S tanda rd and Ta riff Rule s  ("REST Rule s"). On Augus t 30, 2007,

27 AP S  file d a n Ame nde d Re ne wa ble  Ene rgy . S ta nda rd Imple me nta tion P la n a nd a n Ame nde d

28 Renewable Energy Standard Rate Schedule.

Background



P a ge  2 Docke t No. E-01345A-07-0468

1 On De ce mbe r 17, 2007, AP S  a nd the  S ola r Advoca te s  jo intly propos e d a n

2 alternative  Implementa tion Plan and funding mechanism

On December 21, 2007, APS tiled modified exhibits  tha t reflected the  changes  that

4 would be  re quire d if the  a lte rna tive  Imple me nta tion P la n a nd funding me cha nis m we re  to be

3

5 approved by the Commiss ion.

6 The APS REST Implementation  Plan  2008 to  2012

5. The  APS REST Implementa tion P lan 2008 to 2012 is  a  five -yea r plan des cribing

8 how AP S  inte nds  to comply with the  RES T Rule s  re quire me nts . In a  s e pa ra te  docume nt,

9 Attachment B of the  APS applica tion, APS has  filed its  Dis tributed Ene rgy Adminis tra tion P lan

10 ("DEAP "). The  DEAP des cribes  how APS intends  to mee t the  annua l Dis tributed Renewable

7

11

12

Energy Requirement.

6. AP S  e s tima te s  tha t the  cos t for full complia nce  with the  RES T Rule s  will tota l

$48.2 million in 2008 and will increas e  to $95.7 million by 2012, tota ling $347 million in the  tive -

14 year period.

7.

13

15 The  P la n  de s c ribe s  the  te c hno log ie s  c ons ide re d  a nd  the  e xpe c te d  s c he du le  o f

16 re s ource  us a ge  on  a  ye a rly ba s is  fo r five  ye a rs . The  a n tic ipa te d  ld lowa tts  ("kW") a nd  kilowa tt

17 hours  ("kwh") tha t will be  a pplie d to me e t RES T re quire me nts  a re  ca lcula te d.

18 8. In  E xh ib it  1  o f Atta c h m e n t A,  th e  AP S  R E S T P ro g ra m  S u m m a ry o f th e  AP S

19 a pplica tion, AP S  outline s  how it inte nds  to me e t its  RES T re quire me nts . in 2008, AP S  e xpe cts  to

20 ha ve  re ta il e le c tric ity s a le s  o f 29 ,496 ,411  Me ga Wa tt-hours  ("MWH"). Whe n the  a nnua l 2008

21

22

23

24

25

26

27

RES T re quire me nt of 1.75 pe rce nt of re ta il s a le s  is  a pplie d, the  re s ult is  a  re ne wa ble  MWH

re quire me nt of 516,187 MWH. Of this  a mount, 90 pe rce nt (464,568 MWH) will come  from

renewable  generation and 10 percent (51,619 MWH) will come from dis tributed energy resources .

APS prob ects  dirt the  renewable  genera tion requirement will cos t $5.9 million to achieve  and the

dis tributed ene rgy requirement will cos t $42.3 million to achieve . The  tota l program budge t for

the  APS REST program in 2008 is  projected to be  $48.2 million.

In Exhibit 1 of the  APS  tiling, APS  indica te s  tha t it a nticipa te s  102,000 MWh of

28 Green Power sa les  to cus tomers  in 2008, with gradual increases  in those  sa les  over the  following

3.

4.

9.
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1 five  ye a rs . Howe ve r, AP S  s ta te s  in a  footnote  tha t "Gre e n P owe r s old to cus tome rs  will not be

2 counted toward REST compliance  and the  cost of those  resources is  not included in the  Renewable

Generation budget

4 Renewable  Genera tion

3

10.

6

7

8

10

11

12

Curre ntly, AP S  owns  a nd ope ra te s  a pproxima te ly 6 MW of s ola r ca pa city. In

a ddition , AP S  ha s  e n te re d  in to  powe r purcha s e  a gre e me nts  ("P P As ") to ta ling  114 MW of

re ne wa ble  ge ne ra tion ca pa city. This  tota ls  120 MW of ge ne ra tion ca pa city a nd is  de s cribe d in

de ta il in Exhibit CB of Attachment A in the  APS  applica tion

l l . The  e xpe cte d a nnua l MWH of ge ne ra tion from e xis ting contra cts  a nd pla nne d

ge ne ra tion is  s hown in Exhibit P A of Atta chme nt A of the  AP S  pla n. The  e s tima te  for e xis ting

re ne wa ble  ge ne ra tion is  454,162 MWH in 2008, which will cove r 97.7 pe rce nt of the  re ne wa ble

ge ne ra tion ta rge t (464,568 MWH) tha t AP S  ha s  s e t for 2008. S o, a n a dditiona l 10,407 MWH of

13 renewable  gene ra tion would be  needed to be  procured in 2008 to mee t the  renewable  gene ra tion

14 REST requirement

15 Dis tribute d Ene rgy

16 12. In  its  P la n , AP S  ha s  propos e d  a n  a nnua l funding  le ve l tha t AP S  be lie ve s  is

17 ne ce s s a ry for complia nce  with the  a nnua l Dis tribute d Re ne wa ble  Ene rgy Re quire me nt of the

18 RES T Rule s . The  AP S  re que s t is  for a  re s e t of its  curre nt EP S  a djus tor to cove r only the  2008

19 e s tima te  for the  Dis tribute d Re ne wa ble  Ene rgy Re quire me nt. AP S  indica te d tha t a dditiona l

20 increases  in the  adjustor will be  required to meet the  suture  increases  in the  Distributed Renewable

22

23

14.

26

Energy Requirement

13. AP S  pa rtic ipa te d  in  the  me e tings  o f the  Unifo rm Cre d it P urcha s e  P rogra m

("UCP P ") Working Group in  2006 a nd 2007. AP S  ha s  include d the  UCP P  proce dure s  a nd

24 incentives  units  DEAP

AP S  ha s  de ve lope d a  pla nning tool to e s tima te  the  Dis tribute d Ene rgy ("DE")

progra m outcome s . The  a s s umptions  us e d with this  pla nning tool a re  include d in Exhibit 4A of

Attachment A of the  APS filing. The  Dis tributed Ene rgy P rojected P rogram Outcomes  a re  shown27

21

25
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1

2

1 5 .

4

5

16.

7

17.

10

11 18.

in Exhibit CB of Attachment A of the  APS filing. The  Dis tributed Energy Projected Program

Outcomes by technology are in Exhibit AC of Attachment A of the APS filing

Incentives  to encourage  cus tomers  to ins ta ll Dis tributed Energy Sys tems a re

generally of two types: Up-Front Incentives ("UFI") and Production-Based Incentives ("PBI")

The incentives are used differently depending upon the type of customer

Incentives for residential customers are for a one-time payment based on the DE

system's capacity and first-year estimated savings. For residential customers, this is a UFI

For non-residential systems, projects with an incentive value of $75,000 or less will

9 receive a  one-time UPI incentive. Non-residentia l systems eligible  for incentives greater than

$75,000 will be offered a PBI incentive based on system energy output

Projects  that fa ll outside of the standard administra tive, equipment, or incentive

12 requirements  for DEAP projects  will be  considered "Market Driven Projects ." Customer Self-

Directed Projects are for those customers who pay REST Tariff funds of at least $25,000 annually

14 The "APS Adjustment Schedule SDR, Self-Directed Renewable Resources" was submitted as part

1 3

of this  filing,

16 Renewable  Technology Commercia liza tion and Integra tion

1 5

1 7 19. AP S  re que s ts  a  budge t a lloca tion  to  conduct va rious  s tud ie s  re la te d  to  the

1 8

20

commercia liza tion and integra tion of renewable  re sources . The  s tudie s  may be  conducted sole ly

19 by APS or in pa rtne rship with othe r organiza tions

The  following s tudies  a re  currently funded by the  EPS funding

Arizona Renewable  Resource  Study..-. Recently completed by Black and Veatech

20.

22 APS Integra tion S tudv.- Recently comple ted by APS

J oint Utilitv Ma rke t S tudy
Cooperative Utilities

Done  toge the r with  S RP , TEP , a nd  the  Arizona

24

Conce ntra ting S ola r P owe r P roje ct S tudie s
Deve lopment Group

Done  in conjunction with the  Joint

26

21. To de termine  whether or not to fund new studies , APS will consider three  a reas

De cis ion No
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Renewable  technologies and available  resources
Transmission and system integra tion impacts
Dis tribution sys te m impa cts

4 Costs  of Program Implementa tion

AP S  ha s  e s tima te d, in Exhibit 2 of its  a pplica tion, tha t the  cos t to comply with the

6 RES T Rule s  will ra nge  be twe e n $48 million in  2008 a nd $96 million in  2012, to ta ling $347

22.

23.

7 million ove r five  ye a rs

APS  is  reques ting adjus tor funding of $42 million for 2008. This  amount, added to

the  $6 million a lre a dy include d in ba s e  ra te s , would tota l $48 million, which is  the  a mount tha t

APS believes it needs to meet the  REST requirements

9

10

11 The  APS  Dis tribu te d  Ene rgy Admin is tra tion  P la n

24.

1 3

1 5

The REST Rules require  tha t a  portion of the  annual renewable  energy requirements

mus t come  from DE s ys te ms . In its  pla n, AP S  propos e s  to us e  the  a pproa ch a nd te chnology

14 re quire me nts  tha t we re  de ve lope d by the  UCP P  Working Group in 2006 a nd 2007. AP S  ha s

indica te d tha t, if the  Commis s ion a dopts  UCP P  re quire me nts  tha t a re  diffe re nt tha n thos e

implemented in the  DEAP plan, the  APS plan may need to be  amended

The  DEAP P lan, a s  submitted by APS in this  filing, is  intended by APS to mee t the

1 6

25.
44 _.each Affected

1 8 re quire me nts  of the  RES T Rule s  in A.A.C. R14-2-1810.B, which re quire s  tha t

1 9

21

22

23

25

Utility sha ll tile  a  Uniform Credit Purchase  P rogram for Commiss ion review and approva l

26. The  DEAP pla n, a s  propose d, provide s  the  de ta ils  by which cus tome rs  will obta in

ince ntive s , the  re quire me nts  a s socia te d with the  se le ction, ins ta lla tion, a nd ope ra tion of the  DE

s ys te ms , a nd the  me a s ure me nt of DE pe rforma nce  for complia nce  re porting a nd progra m

eva lua tion. The  intent is  to ensure  cons is tency and uniformity in the  adminis tra tion of the  APS DE

24 program. APS  has  indica ted tha t this  new program will require  upda ting and revis ing the  exis ting

APS DE incentive  program, known as  the  Solar Partners  Incentive  Program

The re  a re  thre e  proje ct ca te gorie s  in the  DEAP  progra m Standardized Projects

27 Market-Based projects and Customer Self-Directed prob ects

27.
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The  DEAP  progra m include s  ins ta lla tion a nd e quipme nt s pe cifica tions  tha t we re

2 de ve lope d by the  UCP P  Working Group. Include d a re  e quipme nt qua lifica tions  a nd ins ta lla tion

1 28.

3 guidance.

4 29.

5

6

DE systems must be permitted with and inspected by the local authority that has

jurisdiction. APS will select a subset of DE systems for an ANS DE program conformance

inspection.

7 30. The  DEAP  pla n provide s  a  re vie w of the  re s e rva tion proce s s  for ince ntive s , a n

8

9

extens ion and cance lla tion policy, and de ta ils  of energy reporting program monitoring.

APS includes  a  reques t for a  DE Review Pane l for ongoing review and adjus tments

of ce rta in P lan e lements . APS asks  tha t the  DE Review Pane l be  given "authority to expeditious ly

31.

1 0

1 1

1 2 32.

1 3

1 5

1 6

1 7

1 8

adjust the  Plan and program elements."

The  DE Re vie w P a ne l would be  a  five -me mbe r pa ne l. The  P a ne l will re vie w

program elements, vote  on suggested changes, and suggest to APS modifica tions to Plan e lements.

14 My chwge s  would  be  promptly re porte d  to  the  Commis s ion . The  P a ne l would include  one

representa tive  from the  ACC Sta ff, three  representa tives  Hom the  dis tributed ene rgy indus try, and

one  repre senta tive  from APS. The  indus try and ACC S ta ff repre senta tive  would be  appointed by

the  ACC Utilitie s  Divis ion Dire ctor. Re pre s e nta tive s  would s e rve  two-ye a r te rms . A una nimous

vote  on a  s ubje ct would re s ult in incorpora tion of the  s ugge s te d cha nge  into the  DEAP  P la n.

Modifica tions  not re ce iving a  una nimous  vote  could be  cons ide re d in the  following ye a r's  RES T1 9

20 Implementa tion P lan.

2 1 As  pa rt o f its  RES T P la n ,  AP S  inc lude s .  in  its  budge t ove r $15  million  fo r

22 Adminis tra tion, Imple me nta tion, Ma rke ting a nd Comme rcia liza tion. This  would include  48.3 full-

33.

23 time  AP S  e mploye e s . The  ma jority o f tha t budge t ($13 .6  million) a nd  the  ma jority o f the

25

26 34.

27

24 employees (40.8) would be  used in the  Distributed Program.

Rese t of APS Renewable  Energy Adjustor

In its  Augus t 30, 2007 a me nde d filing, AP S  tile d a  re que s t to re s e t a  pre vious ly-

authorized renewable  ene rgy adjus tor mechanism. APS es tima tes  tha t it will need the  Adjus tor to

colle ct $42.2 million which, toge the r with a nothe r $6 million in ba se  ra te s , would be  ne e de d, in28

Decis ion No .
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1

2

AP S ' opinion, to  me e t the  RES T re quire me nts . Th is  wo u ld  re s u lt in  a n  Ad ju s to r ra te  o f

$0.004629/kWh, with monthly caps  of $1 .85 for re s identia l cus tomers , $68.78 for commercia l and

industria l cus tomers  less  than 3 MW, and $206.33 for commercia l and industria l cus tomers  grea te r3

4 tha n 3 MW

5 Adjus tme nt S che dule  S DR: S e lf-Dire cte d Ta riff

35. In its  filing, AP S  include d Adjus tme nt S che dule  S DR: S e lf-Dire cte d Re ne wa ble

7 Re source s . This  ta riff e xpla ins  the  e ligibility a nd proce dure s  ne ce ssa ry for a  cus tome r to re ce ive

8 funding for s e lf-dire cte d proje cts , a s  a llowe d in A.A.C. R14-2-1809, The  cus tome r mus t notify

9 AP S  by Ma rch 31 of the  "pa yme nt ye a r" of its  inte nt to a pply for s e lf-dire cte d funding. In the

10 following ye a r, the  "funding ye a r", APS  would ma ke  a va ila ble  up to one ~ha lf of the  sys te m cos t

1 1 limited by the  customer's  RES re la ted payments  in the  payment year

12 Other Issues

1 3 AP S , in its  filing, re que s ts  cla rifica tion tha t the  RES T Rule s  a re  the  s ta nda rd tha t

a pp lie s  to  re ne wa b le  e ne rgy is s ue s  fo r AP S  a nd  tha t ru lings  tha t pe rta in  to  the  fo rme r

Environmenta l Portfolio S tandard ("EPS") Rules  a re  no longer applicable  and binding on APS

36.

14

15

37. In pa rticula r, APS  reques ts  cla rifica tion tha t the  REST Rule s  have  supe rseded the

17 EPS  Rule s  a nd tha t the  pa rtia l va ria nce  of the  EPS  Rule  gra nte d by the  Commiss ion in De cis ion

18 No. 66565 ha s  be e n supe rse de d. In tha t De cis ion, AP S  wa s  gra nte d a  pa rtia l wa ive r to a llow a

19 limited amount of renewable  sola r the rmal ene rgy tha t replaced na tura l gas  usage  to be  e ligible  to

20 meet the EPS requirement

38. AP S  a ls o re que s ts  cla rifica tion tha t the  re ne wa ble  re porting re quire me nts  in the

22 REST Rules  have  replaced s imila r reporting requirements  in other re la ted docke ts  to include

2 1

De cis ion No



I

Decislon No. 58643
(June 1, 1994)
Docket No. E-00000D-93-0052
T te ate ego ice Plarmin2

Database of renewable  resources, three-
year renewable  resource action plans as
p a rt  o f IP

|

De cis ion No. 59601
(April 24, 1996)
Docke t No. E-01345A-95-0491
APS  Ra te  Re duction A ce me nt

Semi-annua l Reports  to S ta ff on DSM and
Renewables

o f
1

Decis ion No. 63354
(February 8, 2001)
Docke t No. E-01345A-01-0034
APS Applica tion for Approva l
F Ir e  ta l Portfolio Surcha rge  EPS-1

APS mus t file  annua l report within 60
days of the  end of the  ca lendar year with
de ta ils  of surcharge  iilnds  collected and
spent.

I

Decision No. 66565
(November 18, 2003)
Docket No. E-01345A-03-0660
Variance to allow solar thermal to replace

rel gas for the EPS

APS must file  a  report on a ll sola r the rma l
insta lla tions made subj act to the  variance
as part of EPS reporting requirements .
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1

2

3

4

5

6

7

8

9

10

1 1

1 2

1 3

Comments by Stakeholders and Interested Parties

39. On Augus t 13 , 2007 , comme nts  we re  file d  in  the  docke t by S unris e  Ene rgy

Alte rna tive s , LLC of De we y, Arizona . The  comme nts  conce rn re mote  powe r sys te ms  for off-grid

14 re ne wa ble  sys te ms  a nd the  APS  re quire me nts  for me te ring of the  sys te ms . The  comme nte r wa s

15 requesting more  information from APS on the  types  of mete r(s) required.

16 40. On Augus t 30, 2007, Ja spa r Ene rgy, LLC tile d comme nts  re la te d to Sola r Ene rgy

17 Enhanced Combus tion Turbine  ("SEECOTTM") sys tems  tha t may be  ins ta lled in conjunction with

18 combined cycle  power plants . Ja spa r Energy commented tha t, in the  most recent APS REP, APS

19 excluded the  use  of APS' own asse ts . Jasper Energy recommended tha t, in its  ana l order re la ted to

20 the  AP S  RES T Imple me nta tion P la n, the  Commiss ion pe rmit AP S  to include  such sola r e ne rgy

21 sys tems a t its  own foss il fue l tired power plants , which would reduce  the  "a ir intake" tempera tures

22 of the  gas  turbines , the reby adding gene ra ting capacity, while  reducing fue l consumption, a s  we ll

a s  re pla cing the  ne e d to us e  ine fficie nt ga s  "duct burne rs ," die re by re ducing the  high cos t of23

25

26

27

24 peaking power.

41. On S e pte mbe r 18, 2007, We s te rn Re s ource  Advoca te s  a nd Inte nde s t Ene rgy

Allia nce  provide d initia l comme nts  a bout the  AP S  RES T Imple me nta tion P la n. The  comme nts

addressed only the  resources  used to mee t the  non-dis tributed portion of APS ' RES requirements

ove r the  pe riod 2008 to 2012. Include d wa s  a n a na lys is  of the  be ne fits  of the  non-dis tribute d28

De cis ion No.
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1 re ne wa ble  e ne rgy re s ource s  a nd the  ma rke t conditions  re la te d to the  AP S  re s ource s . The

2

3

comme nts  re cognize d tha t "ma ny non-dis tribute d re ne wa ble  re source s  a re  cos t compe titive  with

conve ntiona l ge ne ra tion." The  comme nts  a lso re comme nde d tha t the  Commiss ion "Acce pt APS '

4 plan for acquiring non-dis tributed re sources ."

42 ,5 On S e pte mbe r 26, 2007, joint comme nts  we re  file d by the  "S ola r Advoca te s ,"

7

8

9

10

11

6 which include  The  Amma n Group, the  Arizona  S ola r Ene rgy Indus trie s  Associa tion, the  Gre a te r

Tucson Coa lition for Sola r Ene rgy, the  Sola r Alliance , and the Vote S ola r Initia tive . The  prima ry

conce rn expressed in the  comments  was  tha t "the  goa ls  of the  RES can be  achieved for le ss  cos t

than proposed by APS in the ir filing." The  comments  agreed tha t the  "incentives  budge t proposed

by APS appears  reasonable  and appropria te ." The  group be lieves  tha t savings  can be  made  in the

overhead portion of the  budge t. They recommend tha t the  2008 ove rhead budge t be  limited to 10

12 pe rce nt of tota l cos ts . One  a lte rna tive  s ugge s te d wa s  to colle ct the  funds  in ba s e  ra te s . The

1 3

1 5

16

17

1 8

comme nts  note d tha t "Ma rke ting is  the  la rge s t pa rt of the  non-ince ntive  budge t in AP S ' P la n,

14 re pre se nting 15 pe rce nt of the  tota l propose d DE budge t in 2008". The y que s tione d whe the r the

cos t of the  s tudie s  propos e d by AP S  s hould be  funde d e xclus ive ly by the  RES  progra m. The

comments  included examples  of othe r s ta te s , including Colorado and Ca lifornia , where  renewable

progra ms  a re  ope ra te d with ove rhe a d cos ts  le s s  Ma n 10 pe rce nt, a nd in the  ca se  of Colora do,

ranging from 3.8 pe rcent to 6.1 pe rcent in the  yea rs  2008-2016. In pa rticula r, the  Sola r Advoca tes

cla im that the  32 percent overhead costs  proposed by APS for distributed energy are  excessive .1 9

20 43. On Octobe r 16, 2007, Commiss ione r Munde ll filed a  le tte r in the  docke t reques ting

21

22

that APS and the Solar Advocates work together to find a common solution.

On December 17, 2007, ANS and the Solar Advocates filed a joint letter (the "Joint44.

23 P ropos a l") in  the  docke t. The  le tte r include d re vis e d budge t a nd funding me cha nis ms  tha t

25

26

24 "pennie s  APS to be tte r synchronize  program funding with expected re s identia l dis tributed ene rgy

("DE") cus tome r pa rticipa tion." The  propos a l include s  a  roll-ove r of uncommitte d DE ince ntive

funds  Horn 2007 and a  reduction in the  Marke ting and Outreach budge t. The  a lte rna tive  proposa l

27 provides  for full funding for the  non-re s identia l DE and Renewable  Gene ra tion e lements  tha t a re

included in the  APS Implementa tion P lan. The  new e lement of the  proposa l is  de s igned to be tte r28

De cis ion No.
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1

2

3

synchronize  with re s ide ntia l DE cus tome r de ma nd. This  would a djus t the  budge t a nd e s ta blish a

two-s te p funding me cha nis m, be ginning a t the  le ve l of the  s a mple  ta riff a nd incre a s ing whe n

certa in triggers  a re  met.

45.4 In the  ne w J oint P ropos a l, the  Comme rcia liza tion a nd Inte gra tion ("C&I") budge t

re ma ins  a s  propos e d by AP S . Funding for Ma rke ting a nd Outre a ch would be  re duce d by $1.5

6 million to $4.8 million in 2008.

46.

5

7

8

9

1 0

Both pa rtie s  a gre e d tha t mis s ing the  firs t ye a r (2007) in the  ra mp-up of the  RES

re quire me nts  will put a  s tra in on both the  utility a nd indus try in me e ting the  2008 re quire me nts .

This  will re quire  a n incre a s e  from a round 500 ins ta lla tions  pe r ye a r to more  tha n 7,000 a nnua l

insta lla tions  to meet the  RES requirements .

11 47. The  J oint P ropos a l re que s ts  a uthoriza tion from the  Commis s ion for funding of

1 2

1 3

14

1 5

$43.7 million in two s te ps . S te p 1 would se t funding cons is te nt with the  RES  Sa mple  Ta riff a t a n

annua lized leve l of $36.9 million. S tep 2 would be  an automatic increase  to an annua lized leve l of

$43.7 million, continge nt upon ce rta in trigge rs  be ing me t. The  trigge rs  would be  one  of two

events based on the pace of residential incentive requests :

1 6

1 7

1.) APS  rece ives  new 2008 re s identia l incentive  reques ts  of more  than $13 million be fore
J une  30, 2008 (or the  mid-point of the  re ma ining ca le nda r ye a r if ACC a pprova l is
rece ived afte r January 1, 2008) or,

1 8

1 9

2.) AP S  re ce ive s  ne w 2008 re s ide ntia l ince ntive  re que s ts  of more  tha n $17.5 million
be fore  Augus t 31, 2008 (or the  two-third point of the  re ma ining ca le nda r ye a r if ACC
approva l is  rece ived a fte r January l, 2008).

20

2 1 48.

22

23

24

25

26

27

If e ithe r of the  trigge rs  a re  me t, the  pa rtie s  a sk tha t the  Commiss ion authorize  APS

to a utoma tica lly incre a se  the  cha rge s  a nd ca ps  conta ine d in the  RES  Adjus tme nt Sche dule  with

prior notice  to the  ACC, S ta ff, a nd inte re s te d s ta ke holde rs . The  notice  would be  in the  font of a n

informa tiona l filing  30  da ys  prior to  the  incre a s e  tha t would  include  docume nta tion  of the

re s ide ntia l ince ntive  re que s t le ve l, the  da te  of the  incre a s e , a nd the  a nticipa te d a mount of

collections  for the  remainder of the  year.

On De ce mbe r 21, 2007, AP S  file d a  le tte r a nd docume nts  to s upport the  J oint

Proposa l's  a lte rna tive  Implementa tion P lan, which was  described in the  joint December 17'" le tte r

49.

8
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1 Als o in the  filing we re  e xhibits  tha t we re  modifie d by the  a lte rna tive  Imple me nta tion P la n, to

2 include :

1.) Exhibit 2: 2008 APS  RES  Summa ry a s  P ropose d,3

4 2.) Exhibit CB: 2008 APS Distributed Energy Projected Program outcomes,

5 3 . ) E xh ib it AC :
Technology,

2008  AP S  Dis tribu te d  Ene rgy P ro je c te d  P rogra m Outcome s  by

6

7 4.) Amended (S tep 1) Adjus tment Schedule  RES,

8 5.) Amended (Step 2) Adjustment Schedule RES, and

9 6.) Atta chme nt C: AP S /S ola r Advoca te s  Alte rna tive  Funding Colle ction Es tima te s .

10

1 1 50. Under the  Joint P roposa l's  a lte rna tive  Implementa tion P lan, the  budge t would change  .

12 to:

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

De cis ion No.



Am e nde d
AP S  P la n

Filed
Augus t

30, 2007

AP S /S ola r Advoca te s  Alte rna tive  P la n

Re vis e d  To ta l

S te p 1
P ropos e d
F und ing

S te p 2
Ad d itio n a l
F u n d in g l

Renewable Generation :
Ene rgy P urcha s e S 5.3 SS 5.3 $ 5.3 $
Adm in is tra tion 0.7 0.7 0.7

Im ple m e nta tion 0.4 0.4 0.4

&Com m e rc ia liza tion

In to action

0.5 0.5 0.5

Renewable Generation - Subtotal 6.9 6.9 6.9

Gre e n P owe rEs tim a te d
Re ve nue

(1.0) (1.0) (1.0)

Renewable Generation - RES $  5 . 9 $  5 . 9 $  5 . 9 $

Distributed Energy:

Ince ntive s $ 28 . 7 $  28 . 7 $ 22.7 3  6 . 0

Cus tom e r S e lf-Dire cte d

Adm in is tra tion 1.6 1.6 1.4 0.2

Imple me nta tion 5.2 5.2 4.6 0.6

Ma rke ting & Outre a ch 6.3 4.8 4.8

•

Com m e rc ia liza tion  &
In to  a c tion

0.5 0.5 0.5

Distributed Energy .- Subtotal $ 42.3 S 40.8 S 34.0 $  6 . 8

N E T  T O T AL $ 48 . 2 S  46 . 7 $  39 . 9 $  6 . 8

2007 Es tima te d Ince ntive  Roll- (3.0) (3.0)

TOTAL s 48.2 $43.7 $  36 . 9 $ 6.8

P a ge  12 Docke t No.  E-01345A-07-0468

Exhibit 2: 2008 APS RES Budget Summary as Proposed ($MM)

51. In  De ce m be r 2007 ,  AP S  e s tim a te d  tha t the  2007  Es tim a te d  Ince n tive  Roll-O ve r

22

52.

24

25

would be  a pproxim a te ly $3 m illion. The  a ctua l roll-ove r a t the  e nd of 2007 wa s  $3.5 m illion

On Fe brua ry 22, 2008, S OLID Ene rgy, Inc .  ("S OLID") file d com m e nts  on the  AP S

RES T P la n. S OLID s upports  AP S ' re que s t for c la rifica tion tha t the  P a rtia l Va ria nce  a pprove d for

AP S  in  De c is ion  No.  66565  is  s upe rs e de d  by the  RES T Rule s .  S O LID e xpre s s e d  conce rn  tha t

Represents the annualized collection resulting from affecting Step 2 funding. Actual collection resulting from Step 2
will vary based on the month the increase is put in place

he Estimated Incentive vet w~'°<'°nts the anticipate incentive dolla rs

De c is ion  No
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1

2

3

APS might wish to own and ins ta ll sys tems  unde r the  DE portion of the  RES. SOLID opposes  the

voting me cha nism in the  propose d DE Re vie w Pa ne l. SOLID disa gre e s  with the  Cre dit Purcha se

Agre e me nt, Contra ctor Qua lifica tion, P a rticipa nt De linque ncy, Alloca tion Me thod, Ince ntive  Ca p

for De a le rs  a nd Ma nufa cture rs , De fa ult P roce dure s , a nd Ma rke t-Ba se d P roje cts  s e ctions  of the4

5 Plan. SOLID requests  a  second phase  of UCPP Worldng Group meetings .

6 Staff Response to Comments by Stakeholders and Interested Parties

7 53. S ta ff a gre e s  with S unris e  Ene rgy Alte rna tive s , LLC tha t AP S  s hould cla rify the

8 de ta ils  of metering for renewable  systems, particula rly for remote , s tand-a lone  systems.

9 54. S ta ff a gre e s  with Ja spe r Ene rgy, LLC tha t APS  should be  a llowe d to ins ta ll "sola r

10 a s s is t" s ys te ms  in conjunction with combine d cycle  powe r pla nts  owne d by AP S . In pa rticula r,

l l sola r systems tha t reduce  the  need to run inefficient gas  "duct burners" should be  encouraged as  a

12 way to reduce  the  high cost of peaking power.

S ta ff a gre e s  with We s te rn Re source  Advoca te s  a nd Inte re s t Ene rgy Allia nce  tha t

14 the  APS plan for acquiring non-dis tributed resources  should be  approved by the  Commission.

15 56. S ta ff a gre e s  with the  S ola r Advoca te s  tha t AP S ' propos e d ove rhe a d cos ts , a s  a

16 pe rce nta ge  of tota l progra m cos ts , a re  e xtre me ly high, pa rticula rly for the  Dis tribute d Ene rgy

17 e ffort.

13 55.

18 57. S ta ff agree s  with SOLID on the  cla rifica tion tha t the  Pa rtia l Wa ive r in Decis ion No.

19 66565 is  superseded by the  REST Rules . S ta ff a lso agrees  with SOLID tha t the  DE Review Pane l

20 idea  has  some flaws. S ta ff disagrees  with SOLID tha t its  recommended changes  to the  APS REST

Imple me nta tion P la n ne e d to be  ma de  in 2008. S ta ff re comme nds  tha t AP S  re vie w S OLID's

22 comments  and cons ide r appropria te  changes  for the  filing of the  APS 2009 REST Implementa tion

23 P la n.

21

25

26

24 Staff Response  to the  Joint Proposal from APS and the  Solar Advocates

58. S ta ff ha s  re vie we d the  Joint P roposa l provide d by APS  a nd the  Sola r Advoca te s .

S ta ff note s  tha t AP S  wa s  una ble  to find e nough cus tome rs  to utilize  $3.5 million in 2007 EP S

ince ntive  funding. This  fa ct cle a rly indica te s  tha t AP S  will find it ne a rly impos s ible  to e xpe nd27

28
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the  $22 .. $28.7 million in incentives  for the  REST Dis tributed Resources  tha t a re  proposed in the

2 Joint Proposa l

59.

1

The Joint Proposa l is  based upon the  premise  tha t the  Commission would approve  a

4 two-step process  tha t would automatica lly rese t the  APS Renewable  Energy Adjustor in S tep 2

60. S ta ff is  conce rne d tha t such a n a utoma tic re se t ma y ra is e  le ga l is sue s . S ta ff is

6 further concerned tha t such a  s tep may not be  a  sound policy for the  Commission to institute

Fina lly, S ta ff note s  tha t the  Commis s ion will ta ke  a ction on the  AP S  2008 RES T

8 Plan a t a  point whe re  the  firs t qua rte r of the  plan yea r is  a lre ady comple ted. The  next REST plan

9 for AP S  mus t be  file d by J uly l, 2008. This  2009 RES T P la n filing will offe r a n opportunity for

10 AP S  to re que s t a nd re ce ive  modifica tions  to the  AP S  Re ne wa ble  Ene rgy Adjus tor in the  Fa ll of

61.

11

12

2008 as the  Commission considers  approval of the  2009 REST Plan

62. For these  reasons  S ta ff recommends  tha t the  Commiss ion re ject the  Joint Proposa l

of APS and the  Solar Advocates13

14

15 63. S ta ff ha s  a na lyze d the  AP S  RES T Imple me nta tion  P la n , inc luding its  Dis tribute d

16 Ene rgy Imple me nta tion P la n, a nd its  propos e d ta riffs

17 The  RES T Imple me nta tion P la n

18 64. S ta ff finds  tha t the  Imple me nta tion P la n is  a  logica l, we ll thought-out a pproa ch for

19 AP S  to me e t its  RES T obliga tions . Although S ta ff ma y not a gre e  with a ll the  a s s umptions  us e d by

20 AP S  in pre pa ring its  pla n, S ta ff be lie ve s  tha t the  a pproa ch propos e d by AP S  is  cons is te nt with the

Sta ff Ana lys is  of the  APS Implementa tion  P lan

21

23

24

steps that Staff believes are  necessary to expand the use of renewables by APS and its customers

65. Sta ff disagrees  with APS tha t Green Power Sa les  under Ra te  Schedules  GPS-l and

GP S -2 s hould not be  counte d towa rd the  RES T re quire me nts . The  Environme nta l P ortfolio

S tanda rd encouraged such green pricing e fforts  by offe ring extra  credits  for such programs. S ta ff

re comme nds  tha t the  Commis s ion  d ire ct AP S  to  count Gre e n  P owe r S a le s  towa rd  RES T25

26 requirements

27

De cis ion No
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1

2 66.

3

4

The  Dis tributed Eve r,qv Adminis tra tion P lan

S ta ff a gre e s  with mos t of the  de ta ils  of die  DEAP  pla n. S ta ff be lie ve s  tha t the

procedures , policies , program requirements , ins ta lla tion and equipment specifica tion, and incentive

type s  a nd ince ntive  le ve ls  a re  re a sona ble  a nd should contribute  to a  fa ir a nd orde rly proce ss  to

5 encourage distributed energy systems at customer premises.

67.6 S ta ff dis a gre e s , howe ve r, with one  provis ion in S e ction 4.2 of the  DEAP  pla n. It

7 states: "A DE s ys te m purcha s e d more  tha n 180 da ys  be fore  the  da te  tha t AP S  re ce ive s  the

8

1 0 68.

11

re s e rva tion re que s t will not be  cons ide re d 'ne w' unde r th is  P la n ." S ta ff be lie ve s  tha t this

9 requirement is  logica l, primarily for the  yea rs  2009 and a fte r.

S ta ff notes  tha t, in January 2004, the  Commiss ion began its  process  to expand the

Environme nta l P ortfo lio  S ta nda rd  in  s ize  a nd s cope , a nd  to  include  a  wide  va rie ty of ne w

12 re ne wa ble  te chnologie s  tha t we re  ne ve r be fore  e ligible  for the  P ortfolio. Ma ny cus tome rs  re lie d

on the  promise  of future  incentives  when they purchased and ins ta lled renewable  energy sys tems.

S ta ff be lieves  tha t, for ca lendar year 2008 only, APS should a llow an exception to its  procedure  as

1 3

1 4

1 5 follows :

1 6

1 7

1 8

1 9

20

21

For any e ligible  DE sys tem purchased and ins ta lled be tween Janua ry 1, 2004, and
July l, 2008, and for which a  re se rva tion reques t is  submitted to ANS no la te r than
December 31, 2008, such sys tem sha ll be  cons ide red "new" unde r the  APS DEAP
progra m. S hould DE funding run s hort in 2008, a ny of the s e  "gra ndfa the re d"
s ys te ms  s ha ll be  pa id ince ntive s  in 2009, once  2009 funding le ve ls  ha ve  be e n
approved by the  Commiss ion. Upon payment by APS of the  appropria te  incentive ,
AP S  s ha ll a ccrue  a ll Re ne wa ble  Ene rgy Cre dits  cre a te d s ince  the  s ys te m wa s
ins ta lle d. The s e  Re ne wa ble  Ene rgy Cre dits  ma y be  us e d by AP S  for the  2008
REST requirements  or for any la te r yea r's  requirements . APS may choose  whe the r
to pay for the  Renewable  Energy Credits  from these  "grandfa thered" systems with a
one-time  up-front incentive  or as  a  yearly production-based incentive .

22

23 S ta ff ha s  re vie we d the  AP S  proposa l to e s ta blish a  "DE Re vie w P a ne l," which, if

24 approved a s  proposed, would have  broad authority "to expeditious ly adjus t the  P lan and program

e lements ." S ta ff note s  tha t this  concept is  s imila r to one  tha t was  discussed in the  Uniform Credit

69.

25

26 Purchase Program meetings.

27 70. Staff be lieves tha t, once  a ll outstanding 2008 REST Plans and Tariffs  a re  addressed

28 | by the  Commis s ion, work on the  Uniform Cre dit P urcha s e  P rogra m will re comme nce . "S ta ff

Decis ion No .
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1

2

3

4

5

be lieves  tha t the  issue  of review pane ls  such as  those  proposed by the  UCPP Worldng Group and

by AP S  a re  more  a ppropria te ly a ddre s s e d in the  UCP P  proce s s . The re fore , a t this  time , S ta ff

recommends tha t APS ' request to es tablish a  DE Review Pane l be  denied. In the  future , if no such

pane l is  e s tablished unde r the  UCPP e ffort, APS  may e lect to re commend such a  pane l in future

REST Implementa tion P lans

Fa ir Va lue  De te rmina tion of RES T Ta riff6

71. S ta ff ha s  a na lyze d  AP S ' a pplica tion  in  te rns  of whe the r the re  a re  fa ir va lue

8 implica tions . In De cis ion No. 69663, is sue d on June  28, 2007, the  Commiss ion de te rmine d the

9 Fa ir Va lue  of AP S ' ra te  ba s e  to be  $6,057,554,000. The  propos e d RES T Ta riff would ha ve  no

10 impa ct on the  Compa ny's  re ve nue , fa ir va lue  ra te  ba s e  or ra te  of re turn. Additiona lly, be ca us e

l l pla nt de ve lope d purs ua nt to the  RES T progra ms  is  not a dde d to ra te  ba s e , the re  will be  no

12 corre s ponding e ffe ct on AP S ' ultima te  re ve nue  or ra te  of re turn. AP S  ha s  a s s igne d spe cific

13 nume rica l code s  in its  a ccounting s ys te m for the  pla nt, re ve nue  a nd e xpe ns e s  a s s ocia te d with

15

14 RES T imple me nta tion to e ns ure  tha t the s e  ite ms  a re  prope rly a ccounte d for a nd in orde r to

accura te ly prepare  the  required annual report for this  program

16 Sta ff' s  Deve lopment of Two Options  for Commiss ion Conside ra tion

72. S ta ff note s  tha t, by the  time  the  Commis s ion is  a ble  to ta ke  a ction on the  AP S

18 RES T P la n, thre e  months  of 2008 will ha ve  e la pse d. According to the  RES T Rule s , AP S  would

19 only be  re spons ible  to mee t the  portion of the  annua l REST Requirement from the  da te  of finding

20 approva l. The re fore , S ta ff ca lcula te s  tha t, a t mos t, the  Commis s ion s hould only cons ide r

a pproving a  funding le ve l for 2008 tha t is  75 pe rce nt of the  tota l re que s te d by AP S  in its  tiling

22 since  one  quarter will have  a lready passed prior to approval

73. S ta ffs  re vie w of the  APS  re que s t shows  tha t a n e xtre me ly la rge  pe rce nta ge  (ove r

24 31 pe rce nt) of the  tota l funds  re que s te d will be  use d by APS  for Adminis tra tion, Imple me nta tion

21

25 Ma rke ting, Outre a ch, Comme rcia liza tion a nd Inte gra tion. S ta ff a g re e s  with  s o me  o f th e

26 s ta ke holde rs  who ha ve  a rgue d tha t this  pe rce nta ge  is  e xtre me ly high. S ta ff re comme nds  tha t

27

28

funding  for Adminis tra tion , Imple me nta tion , Ma rke ting , Outre a ch , Comme rcia liza tion  a nd

Integra tion be  reduced under e ither option proposed by Staff.

De cis ion No
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2

3

4

5

7

8

74. S ta ff ha s  propose d two poss ible  options  for the  Commiss ion to cons ide r. The  firs t

option, Option A, would pro-ra te  the  funding a nd RES T re quire me nts  for 2008, ba s e d on the

Commiss ion's  a pprova l da te  of the  AP S  RES T Imple me nta tion P la n Filing a nd re se t of the  AP S

Re ne wa ble  Ene rgy Adjus tor, a s  re quire d in A.A.C. R14-2-l804.B. Option A would a ddre s s  the

fact tha t the  2008 budget and plan will be  approved after the  year has commenced

75. Option B offe rs the  Commis s ion a  comple te ly diffe re nt a pproa ch, re la xing the

a lloca tion of the  Dis tribute d Re ne wa ble  Ene rgy Re quire me nt in 2008, but cre a ting a  s ix-ye a r

ramp-up to the  desired res identia l/non-res identia l 50 percent split in 2013

9 Sta ff Proposed Option A

10 76. From its  re vie w of the  AP S  propos e d budge t, S ta ff finds  tha t the  Adminis tra tion

1 1

1 2

1 3

Imple me nta tion, Ma rke ting, Outre a ch, Comme rcia liza tion a nd Inte gra tion budge t a lloca tions  a re

e xtre me ly high compa re d to a ctua l funds  use d to e ncoura ge  dis tribute d proje cts  or to purcha se

re ne wa ble  kph from third pa rtie s . Although S ta ff unde rs ta nds  tha t s ta rt-up funding in the  firs t

77.

14 ye a r of a  progra m ma y be , of ne ce s s ity, much highe r tha n norma l, S ta ff be lie ve s  tha t the  tota ls

15 re que s te d for Adminis tra tion, Imple me nta tion, Ma rke ting, Outre a ch, Comme rcia liza tion a nd

16 Integra tion a re  excessive

17 For the  2008 Implementa tion P lan, S ta ff recommends  a  reduction of $4.2 million of

18 thos e  non-proje ct cos ts . Tha t would re duce  the  AP S  budge t from $48.2 million to $44 million

19 Next, s ince  one  quarte r of year 2008 is  a lready comple ted and the  APS Annual Renewable  Energy

20 Requirement will be  only 75 pe rcent of the  Annua l Requirement used to e s tablish the  APS REST

Imple me nta tion P la n, S ta ff re comme nds  tha t only 75 pe rce nt of the  re ma ining $44 million be

22 authorized for the  APS Implementa tion P lan. Tha t would be  a  tota l of $33 million

21

78, S ta ff propose s , in Option A, tha t AP S  use  the  following source s  of Ha nds  for the

24 2008 budge t of $33 million

25

26

27
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1 EP S  Funds  rolle d ove r Hom 2007 36 3,500,000

2 Re ne wa ble  Funding in Ba s e  Ra te s 6,000,000

3
Es tima te d Gre e n P owe r Re ve nue 1,000,000

4

5

Re se t of Adjus tor to Colle ct $30 million
a nnua lly (or $22.5 million in 9 months

April -- December 2008)
6

22,500,000

$33,000,000

7

8 79. AP S  ha s  not forma lly propose d a  $30 million re se t for the  Adjus tor. S ta ff inquire d

9 of APS in va rious  da ta  reques ts  how it would fund a  REST program a t va rious  leve ls  of funding to

10 include : $27 million, $30 million, $33 million, $36 million a nd $42.2 million (the  origina l AP S

request).

80.

1 1

12

13

14

In  o rd e r to  c o lle c t th e  RE S T fu n d in g  a t th e  $ 3 0  m illio n  p e r ye a r ra te ,  th e  AP S

Adjus to r ra te  would  ne e d  to  be  $0 .003288  pe r kph , with  month ly ca ps  o f $1 .32  fo r re s ide n tia l

cus tome rs , $48 .84  fo r comme rc ia l a nd  indus tria l cus tome rs  le s s  tha n  3  MW, a nd  $146 .53  fo r

1 5

16

customers grea ter than 3 MW.

81. AP S  e s tima te s  tha t the  a ve ra ge  monthly RES T bill for re s ide ntia l cus tome rs  would

17 be  $1.19 a nd tha t 78.9 pe rce nt of re s ide ntia l cus tome rs  would re a ch the  $1.32 monthly ca p. The

18 a ve ra ge  month ly RES T b ill fo r s ma ll ge ne ra l s e rvice  cus tome rs  would  be  $4 .47 , a nd  on ly 9 .2

19 pe rce nt of the  s ma ll ge ne ra l s e rvice  cus tome rs  would re a ch the  $48.84 monthly ca p.

20 S ta ffs  P ropos e d Option B: The  Modifie d Dis tribute d Re ne wa ble  Ene rgy Re quire me nt

82. Whe n the  Commis s ion de ve lope d a nd a dopte d the  Dis tribute d Re ne wa ble  Ene rgy

22 Re quire me nt,  it re cogn ize d  tha t a  goa l o f 30  pe rce n t o f the  portfo lio  de d ica te d  e xc lus ive ly to

23 dis tribute d re ne wa ble  e ne rgy s ys te ms  wa s  a n ide a l wa y to broa de n the  de ve lopme nt of re ne wa ble

24 te chnologie s  in  Arizona . The  Commis s ion a ls o  re a lize d tha t it wa s  prude nt to  a chie ve  tha t goa l

21

25

26

27

28

s lo wly b y s ta rtin g  with  5  p e rc e n t a s  a  d is trib u te d  re q u ire m e n t a n d  s lo wly ra m p in g  u p  th e

re quire me nt to the  de s ire d 30 pe rce nt ove r a  s ix-ye a r pe riod.

83. At the  s a me  time , the  Commis s ion de te rmine d tha t a  re a s ona ble  mixture  of s ys te m

type s  would re quire  one -ha lf of the  Dis tribute d Re ne wa ble  Ene rgy Re quire me nt from re s ide ntia l
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1 a pplica tions  a nd one -ha lf of the  re quire me nt from non-re s ide ntia l, non-utility a pplica tions . The

2

3

REST Rules  a lso a llow for a  Wholesa le  Dis tributed Genera tion Component tha t can mee t up to 10

pe rce nt of the  a nnua l DRE re quire me nt from non-utility owne d ge ne ra tors  tha t s e ll e le ctricity a t

whole sa le  to Affe cte d Utilitie s .4

5 84.

6

7

8

Unfo a te ly, a t the  time  the  REST Rules  were  be ing deve loped, no cons ide ra tion

was  given to the  poss ibility of ramping-up the  re s identia l and non-re s identia l requirements  s lowly

ove r a  numbe r of ye a rs . S imila rly, no cons ide ra tion wa s  give n to incre a s ing the  Whole s a le

Distributed Generation Component to a  percentage greater Hwan 10 percent.

The  Residentia l Incentive  Cha llenge9

10 85.

11

12

13

15 86.

17

18

The  bigge s t proble m fa cing the  utilitie s  in the  imple me nta tion of the ir REST P la ns

is  the  e xtre me ly high cos t of providing ince ntive s  to re s ide ntia l cus tome rs  tha t a re  s ubs ta ntia l

enough to encourage  thousands  of cus tomers  to opt for renewable  ene rgy sys tems . To da te , the

bes t way to encourage  re s identia l cus tomers  has  been to offe r an up-front incentive  which cove rs

14 up to one-ha lf of the  sys tem's  ins ta lled cost.

Although this  UFI ha s  be e n s ucce s s ful, it is  a  ve ry cos tly wa y to provide  la rge

16 numbe rs  of re s ide ntia l ins ta lla tions . The  e ffe ct is  to pa y for 30 ye a rs  of re ne wa ble  kph e ne rgy

savings  in the  firs t yea r. This  means  tha t the  firs t yea r's  cos t to the  utilitie s  (up to ha lf the  sys tem

ins ta lled cos t) is  extremely la rge , followed by 29 or more  yea rs  of no cos t to the  utility.

It is  this  re s ide ntia l ince ntive  which domina te s  the  AP S  budge t in its  propos e d

20 implementa tion plan. APS proposes  $26.055 million in incentives  to reach the  re s identia l ta rge t of

19 87.

21 5 Alth o u g h  AP S  h a s  n o t b ro ke n  d o wn  its

22 Adminis tra tion, Imple me nta tion, Ma rke ting & Outre a ch, a nd Comme rcia liza tion a nd Inte gra tion

pe rce n t o f the  a nnua l RES T re qu ire me nt.

23 costs  by residentia l and non-residentia l customers , S taff es timates  tha t from 60-75 percent of those

24 cos ts  will be  a lloca te d to me e ting the  re s ide ntia l re quire me nt. S o, for a n AP S -propose d tota l of

25

26

$13.6 million for Adminis tra tion, Imple me nta tion, Ma rke ting 8; Outre a ch, a nd Comme rcia liza tion

a nd Inte gra tion, a pproxima te ly $8-10 million will be  for re s ide ntia l a pplica tions . Combine d with

27 the  proposed $26055 million for re s identia l incentives , the  impact of re s identia l sys tem programs

28 will consume  from $34-36 million of the  proposed 2008 APS budge t of $48.2 million.
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1

2

Staff s  Proposed Solution to the  Residentia l Incentive  Cha llenge

88. One  reason tha t the  res identia l incentive  problem is  so la rge  is  tha t the  REST Rules

3

4

require  tha t 50 pe rcent of the  Dis tributed Renewable  Energy Requirement se t forth in A.A.C. R14-

2-1805 mus t come  from re s ide ntia l cus tome rs . The  rule , howe ve r, doe s  not provide  a  "ra mp up"

5 pe riod for this  requirement.

S ta ff h a d  re co mme n d e d  th a t b o th  th e  o ve ra ll An n u a l Re n e wa b le  E n e rg y6 89.

8

9

7 Requirement and the  Dis tributed Renewable  Energy Requirement be  ramped up s lowly in orde r to

a llow the  utilitie s  and the  renewable  ene rgy indus try to gradua lly expand the ir e fforts  to mee t the

a nnua l incre a s e s  in both re quire me nts . A s imila r gra dua l ra mp-up for the  re s ide ntia l a nd non-

10 residentia l se t-asides in the  Distributed Renewable  Energy Requirement was not considered.

The  dile mma  is  compounde d by the  fa ct tha t the  RES T Rule ma king proce ss  took

12 much longe r to comple te  tha n origina lly a nticipa te d. In J a nua ry 2004, whe n the  RES T proce s s

11 90.

13 s ta rte d, it wa s  a ntic ipa te d tha t the  RES T Rule s  would be  a dopte d by la te  2005 or e a rly 2006. Tha t

15

14 is  why the  firs t REST Annual Renewable  Energy Requirement was  se t for 2006.

91 . Unfortuna te ly, no RES T P la ns  we re  imple me nte d in e ithe r 2006 or 2007, but the

16

17

18

19

20

21

annua l REST requirements  continued to grow each yea r. The  e ffect of this  de lay is  tha t, in 2008,

the  utilitie s  mus t pla y "ca tch-up" for the  mis s e d 2006 a nd 2007 ca le nda r ye a r re quire me nts ,

making it even more  difficult for them to bridge  the  la rge  gap from the  olde r EPS  requirements  to

the  newer, and much larger, REST requirements .

92. During the  REST Rules  process , it became clea r tha t, in the  future , the  Commiss ion

may need to "tweak" or adjus t the  REST process  a s  conditions  change . The  Implementa tion P lan

22 review process  provides  an opportunity for such adjustments .

93. S ta ff re comme nds  tha t no cha nge s  be  ma de  to the  ove ra ll Annua l Dis tribute d23

24 Re ne wa ble  Ene rgy Re quire me nt. The  ra mp-up, a s  de fine d in the  Rule s , would continue  a s

25 spe cifie d.

26 94. Staff be lieves  tha t, if the  Commission were  to gradua lly increase  the  res identia l and

27

28

non-re s ide ntia l re quire me nts  to the  de s ire d 50 pe rce nt split, a nd a llow, in the  ne xt five  ye a rs , a

la rger percentage  for the  Wholesa le  Distributed Genera tion Component, the  need for la rge  funding

De cis ion  No.



Current DR
Requirement

Allo c a t io n  o f th e  DRE Re q u ire m e n t

Ye a r
D.R.

%

Re s ide ntia l
(Cus tome r-S ite d)

Non-Re s ide ntia l
(Cus tom e r S ite d)

Wholesa le  Dis tributed
Genera tion Component

Minimum 25% Up to  50%2008 10% Minimum 25%

2009 1 5 % Minimum 25% Minimum 25% Up  to  5 0 %

2010 20% Minimum 30% Minimum 30% Up to  40%

2011 25% Minimum 35% Minunum 35% Up  to  3 0 %

2 0 1 2 30% Minimum 40% Minimum 40% Up to  20%

2013
a nd a fte r

30% 50% 50% Up  to  1 0 %
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inc re a s e s  in  the  e a rly ye a rs  o f the  RES T Rule s  would  be  g re a tly re duce d . A gra dua l ra m p-up

2 would  a llow cus tom e r m a rke ts  to  grow a t a  re a s ona ble  ra te  a nd a llow the  re ne wa ble  indus try to

1

3

4

5

6

7

8

9

e xpa nd gra dua lly to me e t the  s lowe r growth.

95 . S ta ff re com m e nds  tha t the  Com m is s ion a pprove  for AP S  a  s ix-ye a r ra m p-up of the

a lloca tion  of the  a nnua l Dis tribu te d  Re ne wa ble  Ene rgy Re quire m e nt. In  2 0 0 8 ,  AP S  wo u ld  b e

re quire d to provide  a  minimum of 25 pe rce nt of the  re quire me nt from re s ide ntia l cus tome rs  a nd 25

pe rce nt of the  re quire me nt from non-re s ide ntia l cus tome rs . In a ddition, S ta ff re comme nds  tha t the

a lloca tion  for kph from  the  Whole s a le  Dis tribute d  Ge ne ra tion  Com pone nt,  a u thorize d  by A.A.C.

R14-2-l805.E, be  a llowe d to  provide  up to  50 pe rce nt of the  re quire m e nt in  the  firs t two ra m p-up

10 ye a rs . S ta ff' s  propose d ra mp-up re comme nda tion is  :

1 1 Staff's Proposal for a Modified Distributed Renewable Energy Requirement

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9 *Note : The  Whole s a le  Dis tribute d Ge ne ra tion compone nt counts  a s  pa rt of the  Non-
Residentia l component only.

20

2 1 96.

22

23

24

If the  Commis s ion a cce pts  the  pre mis e  of S ta ffs  P ropos e d Option B, tha t a  gra dua l

ra mp-up of due  a lloca tion of the  Dis tribute d Re ne wa ble  Ene rgy Re quire me nt is  in the  be s t inte re s ts

of a ll pa rtie s , the re  ca n be  a  s ignifica nt re duction in the ding re quire d to m e e t the  RES T Rule s

in the  e a rly ye a rs .

97 .25

27

F or in s ta nc e ,  if the  re s ide n tia l a lloc a tion  fo r 2008  is  25  pe rc e n t ra the r tha n  50

26 pe rce nt of the  Dis tribute d re quire me nt, AP S  would only ne e d $13 million for re s ide ntia l ince ntive s

ra the r tha n  its  propos e d $26.055 m illion . S im ila rly,  s ince  the  Adm inis tra tion ,  Im ple m e nta tion ,

Ma rke tin g ,  O u tre a c h ,  a n d  C o m m e rc ia liz a t io n  a n d  In te g ra t io n  c o s ts  a re  p rim a rily d riv e n  b y28
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1

3

5

numbers  of ins ta lled dis tributed systems, the  cost of these  proposed programs should a lso be  cut in

2

98. S ta ff ha s  re vie we d the  AP S  RES T P la n a nd be lie ve s  tha t, a s  a djus te d in S ta ffs

4 P ropose d Option B, AP S  should be  a ble  to me e t the  RES T Re quire me nts  for 2008, for a  cos t of

$30,750,000 This  would include  a n Adminis tra tion, Imple me nta tion, Ma rke ting, Outre a ch, a nd

Comme rcia liza tion a nd Inte gra tion budge t of no more  tha n $5.9 million, which is  le s s  tha n 206

7 percent of the  tota l APS funding.

99.8 In orde r to  colle ct the  RES T funding a t the  $27 million pe r ye a r ra te , the  AP S

9 Adjus tor ra te  would ne e d to be  $0.002962 pe r kph, with monthly ca ps  of $1.18 for re s ide ntia l

10 cus tome rs , $44.01 for comme rcia l a nd indus tria l cus tome rs  le s s  tha n 3 MW, a nd $132.04 for

11 customers grea ter than 3 MW.

100.12 APS es tima te s  tha t the  ave rage  monthly REST bill for re s identia l cus tomers  would

13

14

15

16

17

be  $1.07 a nd dirt 78.9 pe rce nt of re s ide ntia l cus tome rs  would re a ch the  $1.18 monthly ca p. The

a ve ra ge  monthly RES T bill for s ma ll ge ne ra l s e rvice  cus tome rs  would be  $4.03, a nd only 9.2

percent of the  small genera l service  customers would reach the  $44.01 monthly cap .

101. S ta ff propos e s , in Option B, tha t AP S  us e  the  following s ource s  of Mnds  for the

2008 budge t of $30.75 million:

EPS Funds rolled over from 2007 s 3,500,00018

19

20

Renewable  Funding in Base Rates 6,000,000

Estimated Green Power Revenue 1,000,000

21

22

Re se t of Adjus tor to Colle ct $27 million
annua lly (or $20.25 million in 9 months

April - De ce mbe r 2008)
23

20,250,000
$30,750,000

24

25

26

27

28
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Ince ntive s (D.E.)

Re s ide ntia l (UP I)

Non-Re s ide ntia l

(UFD
(P BI)

Exis ting (P BI)
Wholesa le  Component

$26,055,000

$ 661,000
S 979,000
$ 1,000,000

$13,000,000

$ 1,550,000
s 3,000,000
$ 1,000,000
$ 1,000,000

Subtotal $28,695,000 $19,550,000

Renewable  Genera tion
kph P urcha s e

Adminis tra tion, Imple me nta tion,
Marke ting, Outreach,
Commercia liza tion and
Inte gra tion

$ 5,300,000

$15,152,710

33 5,300,000

$ 5,900,000

Tota l $49,147,771 $30,750,000
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1 Comparison of APS Proposed Budget to staff Option B Budget

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

102.

17

18 S ta ff be lie ve s  tha t Option B is  a  logica l firs t-ye a r s te p towa rd me e ting the  RES T

19 requirements . The  gra dua l ra mp-up of the  a lloca tion of the  Dis tribute d Re ne wa ble  Ene rgy

20 Re quire me nt will a llow the  re ne wa ble  indus try a  re a sona ble  time  fra me  in which to e xpa nd the

industry infrastructure  required to provide  the  la rger number of systems needed to meet the  desired2 1

22

23

50 percent residentia l se t-aside .

S ta ff Analysis  of Other Issues

103 .24 S ta ff a gre e s  with AP S  tha t the  Orde r in this  docke t s hould cle a rly s ta te  tha t die

25 REST Rules  a re  the  appropria te  s tandard tha t applies  to renewable  energy issues for APS and tha t

26 rulings  pe rta ining to the  former Environmenta l Portfolio S tanda rd Rule s  a re  no longe r binding on

27 ANS.

28

Decis ion No .



Proposed Budget $48.20 million $33.00 million

Annual Adjustor Target $42.2 million $30.00 million

Adjustor $0.004629 per kph $0.003288 per kph

Residentia l Cap $135 $1.32

Small Comm. Cap $68.78 $48.84

Large  Customer Cap $206.33 $146.53 $132.01
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104. S ta ff a lso agrees  tha t the  REST Rules  have  superseded the  EPS rules  and tha t the

2 partia l variance  granted by the  Commission in Decis ion No. 66565 has been superseded

105. S ta ff iiirthe r agrees  tha t renewable  reporting requirements  in the  REST Rules  have

4 replaced s imila r reporting requirements  in Decis ion Nos. 58643, 59601, 63354, and 66565

Svnopsis  of Filing and Sta ff Recommendations

106. S ta ff ha s  pre pa re d a  synops is  of the  AP S  filing tha t compa re s  it to S ta ff Option A

a nd S ta ff Option B. S ta ff has  recommended tha t the  Commiss ion approve  S ta ff Option B a s  the

8 best ava ilable  a lte rna tive

5

9

10

14

16

17

18

19

21

23

24 110.

25

26

27

107. S ta ff ha s  re comme nde d tha t the  Commiss ion orde r AP S  to modify its  Dis tribute d

Ene rgy Adminis tra tion P la n, a s  re comme nde d in the  S ta ff Re port, to  a llow e ligible  s ys te ms

insta lled as  early as  January 1, 2004, to be  defined as  "new" systems for funding

108. S ta ff has  recommended tha t the  Commiss ion deny APS ' request to es tablish a  "DE

Review Pane l" a s  proposed in the  Dis tributed Energy Adminis tra tion P lan

109. S ta ff ha s  re comme nde d tha t the  Commis s ion orde r AP S  to count Gre e n P owe r

Sales under Rate  Schedules GPS-l and GPS-2 toward meeting the  REST requirements

Sta ff has  recommended tha t the  Commission waive  the  50 percent a lloca tion of the

Dis tribute d Re ne wa ble  Ene rgy Re quire me nt in R14-2.-l805.D a nd the  10 pe rce nt limit on the

Whole s a le  Dis tribu te d  Ge ne ra tion  Compone nt in  R14-2-l805 .E for AP S , a nd  re p la ce  the

re quire me nts  with S ta ff"s  propos e d modifie d Dis tribute d Re ne wa ble  Ene rgy Re quire me nt, a s

described here in28
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1 111. Sta ff has  recommended tha t the  2008 APS REST Implementa tion Plan, as  modified

2 by Staff s  recommendations, be  approved.

112. S ta ff h a s  re c o mme n d e d  th a t th e  2 0 0 8  a n n u a l b u d g e t fo r th e  AP S  RE S T3

5

6

113.

4 Implementa tion Plan be  se t a t $30,750,000.

Sta ff has  recommended tha t the  APS Renewable  Energy Adjustor be  rese t to a  ra te

of $0 .002962  pe r kph , with  month ly ca ps  o f $1 .18  .fo r re s ide n tia l cus tome rs , $44 .01  fo r

comme rcia l a nd indus tria l cus tome rs  le s s  tha n 3 MW, a nd $132.04 for cus tome rs  gre a te r tha n 3

MW .

7

8

9 114. S ta ff ha s  re comme nde d tha t the  Commis s ion provide  cla rifica tion in the  Orde r tha t

10 the  RES T Rule s  ha ve  s upe rs e de d the  EP S  rule s  for AP S  a nd tha t the  pa rtia l va ria nce  to the  EP S

Rule s  gra nte d by the  Commis s ion in De cis ion No. 66565 ha s  be e n s upe rs e de d by the  RES T Rule s .

115. S ta ff ha s  re comme nde d tha t the  Commis s ion  orde r tha t the  re ne wa ble  re porting

11

12

13

14

re quire me nts  in the  RES T Rule s  ha ve  re pla ce d s imila r re porting re quire me nts  in De cis ion Nos .

58643, 59601, 63354, and 66565.

116. S ta ff has  recommended Commiss ion approva l of Adjus tment Schedule  SDR: Se lf-

Directed Renewable  Resources.

15

16

17 C ONC LUS IONS  OF  LAW

AP S  is  a  public s e rvice  corpora tion within the  me a ning of Article  XV, S e ction 2 of18

19 the  Arizona  Cons titution.

20 2. The  Commis s ion  ha s  ju ris d ic tion  ove r AP S a nd over the  s ub je c t ma tte r o f the

21 Applica tion .

22

23

24

The  Commiss ion, ha ving re vie we d the  a pplica tion a nd S ta ffs  Me mora ndum da te d

Fe brua ry 29 , 2008 , conc lude s  tha t it is  in  the  pub lic  in te re s t to  a pp rove  the  AP S  RES T

Imple me nta tion P la n a s  modifie d by S ta ffs  re comme nda tions , a pprove  the  AP S  Adjus tme nt

Schedule  RES a s  modified by S ta ffs  recommenda tions , and approve  APS  Adjus tment Schedule25

26 S DR: S e lf-Dire cte d Re ne wa ble  Re s ource s .

27

28

1.

3.
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1 ORDER

2 IT IS  THEREFORE ORDERED tha t the  re quire me nts  in R14-2-l805.D a nd E a re  wa ive d

3 for Arizona  P ublic S e rvice  Compa ny a nd re pla ce d by S ta ffs  propos e d Modifie d Dis tribute d

4 Renewable  Energy Requirement, as described here in.

5 IT IS  FURTHER ORDERED tha t the  Arizona  P ublic  S e rvice  Compa ny 2008  RES T

6 Implementa tion Plan, as  modified by Sta ff' s  recommendations , is  approved.

7 IT IS  FURTHER ORDERED tha t the  2008 a nnua l budge t for the  Arizona  P ublic S e rvice

8 Company REST Implementa tion Plan sha ll be  se t a t $30,750,000.

9 IT IS  FURTHER ORDERED tha t the  Arizona  Public Se rvice  Company Renewable  Ene rgy

10 Adjus tor be  re s e t to a  ra te  of $0.002962 pe r kph, with monthly ca ps  of $1.18 for re s ide ntia l

l l cus tomers , $44.01 for non-res identia l cus tomers  le ss  than 3 MW, and $132.04 for non-res identia l

12 customers equal or grea ter than 3 MW.

13 IT IS  FURTHER ORDERED tha t the  Arizona  P ub lic  S e rvice  Compa ny Adjus tme nt

14 Schedule  SDR: Self-Directed Renewable  Resources is  hereby approved.

15 IT IS  FURTHER ORDERED tha t Arizona  P ublic S e rvice  Compa ny sha ll modify its  DEAP

16 P la n to include  s ys te ms  ins ta lle d a fte r J a nua ry l, 2004 a s  "ne w" for purpos e s  of funding in the

17 2008 Dis tributed Program.

1 8  - IT IS  FURTHER ORDERED tha t Arizona  Public Se rvice  Company's  reques t to e s tablish a

19 DE Review Pane l is  denied.

20 IT IS  FURTHER ORDERED tha t Arizona  P ublic S e rvice  Compa ny s ha ll count Gre e n

21 Power Sales toward meeting REST requirements.

22 IT IS  FURTHER ORDERED tha t the  Arizona  P ublic  S e rvice  Compa ny 2008  RES T

23 Implementa tion P lan sha ll remain in e ffect until Further order of the  Commiss ion.

24 IT IS  FURTHER ORDERED tha t for Arizona  P ublic S e rvice  Compa ny the  Re ne wa ble

25 Energy Standard Rules  (A.A.C. R14-2-1801 through -1806) supersede  the  Environmenta l Portfolio

26 S tanda rd Rule s  (A.A.C. R14-2-1618) and any othe r reporting requirements  re la ted to renewable

27 energy resources.

28 . . .
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COMMISSIONERCHAHQMAN

COMMISSIONERC OMMIS S IONER COMMISSIONER

IN WITNESS WHEREOF, I BRIAN c. McNEIL, Executive
Director. of the Arizona Corporation Commission, have
hereunto, set my hand and caused the official seal of this
Commission to be affixed at the Capitol, in the City of
Phoenix, this day of , 2007.

BRIAN c. McNEIL
Executive Director

DIS S ENT:

DISSENT:

FIG]:RTW:lhm\JFW
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1 IT IS  FURTHER ORDERED tha t, s ince  the  RES T Rule s  s upe rs e de  the  EP S  Rule s , the

2 pa rtia l va ria nce  gra nte d to Arizona  P ublic S e rvice  Compa ny by the  Commiss ion in De cis ion No.

3 66565 has been superseded and replaced by the REST Rules.

4 IT IS  FURTHE R O RDE RE D th a t a ll mo n ie s  co lle c te d  b y Arizo n a  P u b lic  S e rvice

5 Company under the  EPS Adjus tor mechanism for the  current EPS program sha ll be  transfe rred to

6 the  REST Program.

7 IT IS  FURTHER ORDERED tha t AP S  file  with Docke t Control, a s  a  complia nce  ma tte r in

8 this  docke t, the  ta riff s che dule s  a s  a pprove d he re in within 15 da ys  of the  e ffe ctive  da te  of this

IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

9 decision.

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION
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Cambridge, Massachusetts  02238-9015

8

Dia ne  Brown
Exe cutive  Dire ctor
Arizona  P IRG Educa tion Fund
130 N. Centra l, Suite  311
Phoenix, Arizona  850049

10

Fre d Morse
Morse  Associa te s , Inc.
236 Massachusetts  Ave, NW, Ste . 605
Washington, DC 20002

1 1

12

Michae l Pa tten
Roshka DeWu1f BL Patten, PLC
One  Arizona  Cente r
400 E. Van Buren St., Suite  800
Phoenix, Arizona  85004

13

Ma j or Alle n Erickson
AFCES A/ULT
139 Barnes  Dr.
Tynda ll AFB, Florida  32406

14 Micha e l Kurtz
Boe hm, Kurt & Lowry
36 E. Seventh St. - 2110
Cincinna ti, Ohio 45202

P hyllis  Bigpond
2214 N. Centra l Ave ., Suite  100
Phoenix, Arizona  85004

15

16 Deborah Scott
400 E. Van Buren St
Phoenix, Arizona  85004-220217

18

Rick Gillia m
2260 Base line  Rd. -200
Boulde r, Colorado 80302

19

Robe rt Lynch
AZ Tra nsmiss ion De pe nde nt Utility Group
340 E. Pa lm Lane , Suite140
Phoenix, Arizona  85004-452920

21

Ke nne th Ma y
President
Indus tria l Sola r Technology Corp.
4420 Mcintyre  S t.
Golden, Colorado 80403

22

Scott Wake fie ld
RUCO
1110 W. Washington St., Suite  220
Phoenix, Arizona  85007

23

24

Micha e l Ne a rs
Aris e ia
2034 n. 13th S t.
Phoenix, Arizona  85001

25

26
Sandy Bahr
202 E. McDowe ll Rd. -277
Phoenix , Arizona  85004

Dia ne  Vos ick
Governor's  Fore s t Hea lth Ove rs ight Council
Office  of the  Governor
1700 West Washington
Phoenix, Arizona  85007

27

De cis ion No.
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1

2

3

C. Webb Crocke tt
Fennernore  Cra ig
3003 N. Centra l Ave ., Suite  2600
Phoenix. Arizona  85012-2913

Jessica  Youle
Sr. S ta ff Attorney
Ma il S ta tion P AB300
P.O. Box 52025
Phoenix, Arizona  85072-2025

4

5

6

Robe rt Line n
Executive  Vice  Pres ident/Genera l Manager
S tirling Energy Sys tems
Biltmore  Lakes  Corpora te  Cente r
2920 East Camelback Road, Suite  150
Phoenix, Arizona  85016

7

Jana Brandt
Regula tory Affa irs  and Contracts
Sa lt Rive r P roject
Ma il S ta tion P AB 22 l
P .O. Box 52025
Phoenix, Arizona  85072-2025

9

1 0

Micha e l Gra nt
Ga lla ghe r & Ke nne dy, PA
2575 E. Camelback Rd
Phoenix. Arizona  85016-9225

Barba ra  Klemstine
Dire ctor of Re gula tory Affa irs
Arizona  Public Se rvice  Company
P.O. Box 53999
Ma il S ta tion 9708
Phoenix, Arizona  85072-3999

12

Lori Glove r
10645 N. Ta tum Blvd., Suite  200
Phoenix, Arizona  85028

1 3

1 4

Tom Le s le y
4202 E. Evans Dr
Phoenix. Arizona  85032

Douglas  Fant
Dis tribute d Ene rgy Associa tion of AZ
3655 W. Anthem Way, Suite  A-109
P MB 411
Anthem. Arizona  85086

1 6
Kenne th Sa line
160 N. Pasadena -- 101
Mesa . Arizona  8520117

John Wallace
GCSEC
120 N. 44th St., Suite  100
Phoenix, Arizona  85034

18

19

20

Brian Hageman
President
De luge , Inc
4116 E. Superior Ave, DO
Phoenix, Arizona  85040

Clyde  Hoste tte r
3055-190 N. Red Mounta in
Mesa . Arizona  85207

21

J im Combs
40 W. Baseline , Suite  112
Mesa . Arizona  85210

22
Da nie l Musgrove
c/o Unive rsa l Entech LLC
3330 W Broadway Rd
Phoenix. Arizona  85041

24

Scott Higginson
Executive  Vice  Pres ident
Ne w Me xico & Arizona  La nd Compa ny
3514 E. Pres idio Circle
Mesa . Arizona  8521325

26

Robert Bastes
President
Dis tribute d Ene rgy Associa tion of AZ
P.O. Box 10594
Phoenix, Arizona  8506427

Bruce  P lenk
Renewable  Energy Consultant
2958 N. St. Augustine  P1
Tucson. Arizona  8571228

De cis ion No
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1

2

3

4

S te ve n Be nne tt
City of S cotts da le
City Attorne y's  Office
3939 North  Drinkwa te r Blvd.
S cotts da le , Arizona  8525 l

J e ff S chle ge l
1167 W. S a ma la yuca  Dr.
Tucs on, Arizona  85704-3224

Da vid  Be rry
P .O. Box 1064
S cotts da le , Arizona  85252-1064

Vince nt Hunt
4004 S . P a rk Ave , Bldg. 2
Tucs on, Arizona  85714

5

6

7
Joe  McGuirk
ME Consulta nts
10202 n. 58th P I
Scottsdale , Arizona  85253

Robe rt Wa lkup
Ma yor
City of Tucson
P .O. Box 27210
Tucson, Arizona  85726-7210

8

9

10
Alphons e  Be lla c
8153 E. Moha wk Lm.
S cotts da le , Arizona  85255

Da vid  De ibe l
P .O. BOX 27210
Tucs on, Arizona  85726-7210

11

12

13

Tom Als ton
475 N. Scottsdale  Rd., Ste . 410
Scottsda le , Arizona  85257

Va le rie  Ra uluk
Dire c tor
Gre a te r Tucs on Coa lition for S ola r Ene rgy
P .O. Box 42708
Tucs on, Arizona  85733

14

15

Miche lle  Ha rt
7681 E. Gray Rd.
Scottsda le , Arizona  85260

16

Ma ria  Courte r
Future  Fore s t, LLC
1630 E. White  Mounta in Blvd., S te . C3
Pine top, Arizona  85935

17
Robert Amman
6605 E. Evening Glow Dr.
Scottsdale, Arizona 85262

18
Ma rk He rrington
P .O. Box 669
St. Johns, Arizona  85936

19

20

Mike  Billo te
P .O. Box 26877
Tempe , Arizona  85285-6877

2 1

J im Wheeler
211 W. Aspen Avenue
Flags ta ff, Arizona  86001

22

Fre de rick Ea ch
Route  1-Box 23-B
P a rke r, Arizona  85334

23

24

Be n He rs he y
8132 W. S ha nna n S t.
Tolle s on, Arizona  85353

Eliza be th Archule ta
Cha irma n
Coconino County Boa rd of S upe rvis ors
219 E. Che n'y Ave
Fla gs ta ff, Arizona  86001-4695

25

26
Da vid  Ca lle y
1801 W. Route  66
Fla gs ta ff, Arizona  86001-8532

27

Da vid Couture
220 W. 6th S t.
P .O. Box 711
Tucs on, Arizona  85702-0711

28

De cis ion No.
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1

2

Fra nk Bra ndt
1270 E. Appalachian Rd.
Flags ta ff, Arizona  86004

Ada m Browning
The  Vote  S ola r Initia tive
182 Second Street, Ste . 400
San Francisco, Ca lifornia  94105

3

4

Amy Le Ge rs
4850 Reeta  Rd
Flags ta ff, Arizona  86004

5

6

Wa yne  Byrne
Ma na ging Dire ctor
Fores ight Energy Company
692 Height S t., S te . B
San Francisco, Ca lifornia  94117

7

.Tend Brownlow
County S upe rvisor Dis trict IV
Nava jo County Board of Supervisors
P .O. Box 668 / 100 E. Carte r Dr.
Holbrook, Arizona  860258

Arturo Roberta
Atlantis  Ene rgy Sys tems, Inc.
9275 Bea tty Dr., Suite  B
Sacramento, Ca lifornia  958269

10

Rick Toa
P.O. Box 123
Kykotsmovi, Arizona 86039

1 1

Andre w Be ttwy
5241 Spring Mounta in Rd.
Las Vegas, Nevada 98150

1 2

Steven Brown
530 E. MSTHU
Prescott , Arizona  86301

1 3

14
Ma rk Ra nda l]
P .O. Box 761
Clarksda le , Arizona  86324

S te phe n Ahe a d
Dire ctor
RUCO
1110 W. Washington St., Ste  220
Phoenix, Arizona  85007

1 5

16

17

Ke vin Da vids on
3 l62 Courtney Ave
Kinsma n, Arizona  86401

Edwa rd Z. Fox
Vice  Pres ident, Communica tions
Environment and Sa fe ty
Arizona  Public Se rvice  Company
PO Box 53999, MS 9085
Phoenix, Arizona  85072-3999

18

19

Cameron Denies
P.O. Box 179
Peach Springs, Arizona 86434

20

21
Rex Koontz
P .O. Box 170
Ft. Defiance , Arizona  86504

22

Amy Le Ge rs
Pres ident
Ne tGe nuity
4850 Reeta  Road
Flags ta ff, Arizona  86004

23

24

25

Jerry Payne
USDA Fores t Se rvice
Southwestern Region
333 Broadway SE
Albuquerque , New Mexico 87102

Hira m B. S mith
Pres ident
Greater Flagstaff Forests  Partnership
1300 South Milton Road, Suite  218
Flags ta ff, Arizona  86002

26

27

28

Ma rk S kowrons ki
Sola rgene ix Energy, LLC
3501 Jamboree Rd, Ste. 606
Newport Beach, Ca lifornia  92660

De cis ion No.



P a ge  32 Docke t No. E-01345A-07-0_68

1

2

J a n Mille r
Sa lt Rive r P roject
1600 North P rie s t Dr.
Tempe , Arizona  85281

3

4

5

6

Erne s t G. J ohns on
Dire c tor, Utilitie s  Divis ion
Arizona  Corpora tion Commis s ion
1200 We s t Wa s hington S tre e t
P hoe nix, Arizona  85007

7

8

Chris tophe r C. Ke e le y
Chie f Couns e l, Le ga l Divis ion
Arizona  Corpora tion Commis s ion
1200 We s t Wa s hington S tre e t
P hoe nix, Arizona  85007

9

10

1 1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

De cis ion No.


